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Serving  America 
In  Markets  Coast  To  Coast 


Federated 
Department 
Stores,  Inc. 

Annual  Report  For  53-week 
Fiscal  Year  Ended.  February  2, 1985 

Federated  Department  Stores,  Inc.,  is  a 
diversified  retail  firm  serving  customers 
across  the  nation  through  its  department 
stores,  mass  merchandising  stores, 
supermarkets  and  other  retail  divisions. 
The  corporation  in  1984  included  nineteen 
operating  divisions  with  589  stores  in  the 
major  retail  markets  of  thirty-four  states. 
Each  of  our  strong  franchises  operates  on 
a  decentralized  basis  and  reflects  the 
needs  of  the  people  it  serves  in  the 
merchandise  it  sells,  its  store  atmosphere, 
its  personal  service,  and  its  community 
involvement.  Federated's  stores  are  highly 
marketing-oriented,  with  each  positioned 
to  offer  a  specific  range  of  merchandise 
and  services  to  a  demanding  and  dynamic 
consumer  group. 
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Net  sales 
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$8,690  billion 

$7,699  billion 

Net  income: 
including  unusual  items 
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$338  million 

$233  million 

excluding  unusual  items 
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$312  million 

$233  million 

Earnings  per  share: 
including  unusual  items 
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$6.96 

$4.79 

excluding  unusual  items 
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$6.41 

$4.79 

Dividends  per  share 
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$2.20 

$2.10 

Return  on  shareholders’  equity: 

including  unusual  items 
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15.2% 

11.4% 

excluding  unusual  items 
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Letter  to  Shareholders 
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Dear  Fellow  Shareholders: 


c.\pet'tati<  >nv 


he  year  1984  combined  significant  strate¬ 
gic  progress  and  earnings  disappoint¬ 
ment  for  our  company  New  or  revised 
growth  strategies  were  put  in  place  in  critical 
parts  of  our  business.  Over-enthusiastic  imple¬ 
mentation  of  certain  of  our  strategies  in  a  year 
characterized  by  price  competition,  shifts  in 
competitive  emphasis  and  softening  consumer 
demand,  however,  resulted  in  an  earnings  per¬ 
formance  that  fell  below  our  expectations. 

At  the  same  time,  we  were  particularly 
pleased,  in  the  difficult  year  just  passed,  with 
the  continued  skill,  dedication,  hard  work  and 
loyalty  of  our  company's  128,000  associates. 
Because  our  success  as  a  company  is  built  on 
meeting  the  needs  and  expectations  of  our 
customers,  we  recognize  that  long-term  pros¬ 
perity  rests  importantly  in  the  hands  of  our 
associates.  For  this  reason,  we  consider  the 
launching  of  our  new  “Priority  on  People" 
program  —  designed  to  assure  simultaneous 
improvement  of  customer  sen-ice  and  job  satis¬ 
faction  through  maximum  use  of  individual 
talents  —  to  be  one  of  our  most  important 
accomplishments  of  1984. 

Operating  Results:  Net  earnings  for 
our  53-week  fiscal  year  of  1984  were  S2S6.7 
million,  or  $5.89  per  share,  excluding  unusual 
items.  This  represents  a  decrease  of  8.0  percent 
from  earnings,  excluding  unusual  items,  of  the 
previous  year.  Including  unusual  items 
described  below,  net  income  was  $329.3  mil¬ 
lion,  or  $6.77  per  share,  a  decrease  of  2.7 
percent  from  the  previous  year.  Sales  for  the 
53-week  year  were  $9,672.3  million,  an 
increase  of  11.3  percent  over  sales  of  the 
previous  52-week  year. 

For  the  fourth  quarter,  earnings  were 
$173.5  million,  or  $3.57  per  share,  excluding 
unusual  items.  This  was  up  0.5  percent  over 
earnings  of  the  same  quarter  for  the  previous 
year,  excluding  unusual  items.  Including 
unusual  items,  fourth  quarter  19S4  earnings 
were  $201.5  million,  or  $4.14  per  share.  There 
were  no  unusual  items  in  the  fourth  quarter  of 
1983.  Sales  in  the  14-week  fourth  quarter  of 
1984  were  $3,267.7  million,  up  13-6  percent 
over  sales  of  the  13-week  fourth  quarter  of  the 
previous  year. 

Unusual  Items:  1984  financial  results 
include  $42.6  million,  or  88  cents  per  share, 
which  represents  equity  in  the  gain  from  the 
sale  of  Town  Center  Mall  at  Boca  Raton, 

Florida,  and  an  interest  in  Willow  Grove  Mall, 
Philadelphia,  Pennsylvania,  by  Federated  Stores 
Realty,  Inc.,  a  wholly-owned  subsidiary.  Both 
sales  were  part  of  our  continuing  effort  to 


assure  maximum  productivity  of  our  assets  for 
the  long-term  benefit  of  our  shareholders.  A 
strategic  decision  made  some  time  ago  to 
concentrate  our  capital  resources  on  retailing 
has  resulted  in  the  systematic  disposal  of  a 
substantial  portion  of  our  real  estate  invest¬ 
ments,  and  Town  Center  Mall  was  the  last  of 
the  shopping  malls  we  owned  outright. 

Performance  Factors:  In  1984,  we 
implemented  major  strategic  changes  in  the 
department  store  segment  of  our  business  in 
order  to  improve  return  on  investment  by 
increasing  market  share.  Implementation  of  the 
strategy  involved  increased  inventory  depth 
and  quality  in  key  departments,  enhanced 
emphasis  on  moderate  and  better  merchandise 
and  reinforcement  of  a  value  image  for  our 
divisions. 

In  executing  these  strategies,  several  fac¬ 
tors  mentioned  previously  had  a  negative 
impact  on  earnings  in  the  short  term  for 
virtually  all  divisions  involved.  One  such  factor 
was  the  increasingly  price-competitive  retail 
environment  that  coincided  with  a  slowdown 
in  consumer  purchasing  as  the  year  pro¬ 
gressed.  This  stimulated  increxses  in 
advertising  and  promotion  expense,  but  failed 
to  induce  sales  sufficient  to  offset  margin 
deterioration.  At  the  same  time,  overiy  aggres¬ 
sive  inventory  intensification  led  to  sharper 
inventory  build-ups  than  had  been  planned.  -As 
these  factors  caused  stocks  to  become  burden¬ 
some,  markdowns  to  move  merchandise  were 
required  at  levels  far  above  those  that  would 
allow  us  to  realize  historical  margins.  Expense 
control  was  good,  but  new  expense  break¬ 
throughs  to  accommodate  higher-than-norma! 
markdown  levels  were  not  realized. 

Tne  net  result  for  most  of  our  general 
merchandise  divisions  was  an  earnings  perfor¬ 
mance  that  fell  below  expectations,  and  below 
1983  levels  for  many  of  them.  Richs,  however, 
had  an  outstanding  year  again  in  1984;  Lazarus' 
and  I.  Magnin's  earnings  performance 
exceeded  1983.  Filenes  Basement  completed 
its  first  full  year  as  a  separate  Federated  divi¬ 
sion  with  a  performance  that  was  fully 
consistent  with  our  high  expectations. 

A  strategic  repositioning  of  Ralphs, 
undertaken  to  counter  sluggish  comparable- 
store  sales  growth,  also  was  carried  out  suc¬ 
cessfully  in  1984  with  the  skill  and  discipline 

Pictured  clockwise  from  the  center  top  are: 
Howard  Goldfeder,  chairman  and  chief 
executive  officer,  and  vice  chairmenjohn  W. 
Burden  III,  'Will  M.  Storey,  Donald  J.  Stone  and 
Norman  S'Maxhews. 
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characteristic  of  the  Ralphs  organization.  Imple¬ 
mentation  of  Ralphs'  strategy'  called  for  lower 
earnings  throughout  1984,  with  increases  antici¬ 
pated  in  1985.  The  implementation  was 
sufficiently  effective,  however,  that  Ralphs' 
profits  for  the  year  were  above  expectations. 

We  also  made  important  investments 
during  the  year  in  support  of  our  long-range 
plans,  some  of  which  had  a  negative  impact  on 
our  earnings  performance.  These  included  a 
substantial  investment  in  MainStreet,  our  new¬ 
est  division,  and  more  modest  expenditures  for 
Filenes  Basement  which  was  converted  to  full 
division  status  in  late  1983.  We  expect  that  both 
of  these  divisions  will  produce  returns  on 
investment  that  meet  our  high  standards.  Sub¬ 
stantial  sums  also  were  spent  to  continue  the 
execution  of  Bloomingdales  national  growth 
strategy,  including  the  opening  of  a  store  in 
South  Florida  and  the  start  of  major  remodel¬ 
ing  in  the  division's  Manhattan  flagship  store. 
Burdines,  Foley's,  Richs,  Sanger  HarrisLevys, 
Filenes,  Filenes  Basement,  I.  Magnin,  The 
Children's  Place  and  Ralphs  also  opened  new 
stores  in  1984. 

Substantial  sums  also  were  spent  at  many 
of  our  divisions  to  renovate  older  stores  and  to 
respace  many  others  to  assure  sufficient  room 
for  depth  assortments  in  key  merchandise  classi¬ 
fications.  Expenditures  for  this  purpose,  a  mea¬ 
sure  of  our  resolve  to  enhance  the  competitive 
position  of  our  stores,  totaled  approximately 
$103  million  in  1984,  compared  to  $57  million 
in  the  previous  year. 

We  believe  the  strategies  we  now  have 
in  place  are  correct,  and  we  are  working  hard 
to  improve  execution  of  these  strategies.  Tnis  is 
our  primary  objective  for  1985. 

Boston  Store  Sold:  In  March,  1985,  we 
sold  our  Boston  Store  division  for  approx¬ 
imately  $80  million,  plus  the  assumption  by  the 
buyer  of  certain  liabilities.  The  sale  is  con¬ 
sistent  with  our  long-range  strategies  for 
maximizing  return  on  investment  through  the 
most  effective  deployment  of  our  capital 
resources.  Gain  on  the  transaction  will  be 
recorded  in  the  first  quarter  of  Fiscal  1985. 

Financial  Position  Remains  Strong: 
Despite  disappointing  1984  results,  Federated's 
financial  position  remains  strong.  Cash  flow 
from  operations  rose  to  $565  million  in  1984, 
up  from  $541  million  in  1983.  Because  of  the 
continuation  of  our  strong  cash  flow  position, 
the  company's  key  debt-to-total  capital  ratio 
remained  at  about  29  percent. 


Board  of  Directors  Changes:  Philip 
Caldwell,  then  chairman  and  chief  executive 
officer  of  the  Ford  Motor  Company,  was  elected 
to  our  Board  in  October.  Mr.  Caldwell,  who 
retired  from  Ford  in  February,  1985,  also  serves 
on  the  boards  of  Chase  Manhattan  Bank  NA; 
Chase  Manhattan  Corporation:  Digital  Equip¬ 
ment  Corporation;  Ford  Motor  Company  and 
Russell  Reynolds  Associates,  Inc. 

We  were  saddened  by  the  death  in  January 
of  Dr.  Jerome  H.  Holland,  who  had  been  a 
member  of  our  Board  since  1972.  Dr.  Holland 
had  served  as  president  of  Hampton  Institute 
and  as  U.S.  Ambassador  to  Sweden.  A  member 
of  our  nominating  and  executives  deferred 
compensation  plan  and  retirement  plans  com¬ 
mittees,  Dr.  Holland  worked  diligently  to 
advance  the  interests  of  the  company,  its  share¬ 
holders  and  associates.  He  will  be  missed. 

Management  Changes:  John  W 
Burden  III  was  elected  a  vice  chairman  of 
Federated  by  the  Board  of  Directors  in  January, 
1985.  He  has  been  with  Federated  for  more 
than  a  dozen  years,  most  recently  as  chairman 
of  our  Abraham  and  Straus  division.  He  will 
supervise  a  number  of  our  department  store 
divisions  and  the  New  York  Merchandising 
Services  organization. 

Looking  Ahead:  We  anticipate  that  con¬ 
sumer  spending  for  department  store  type 
goods  will  increase  at  a  substantially  slower 
rate  in  the  first  half  of  1985  than  was  the  case  in 
the  first  half  of  1984.  .An  increase  of  about 
7.0  percent  in  the  first  half  of  this  year  is  expected, 
compared  to  an  11.0  percent  increase  in  the  first 
half  of  1984.  We  also  expea  a  strengthening  of 
growth  in  the  second  half  to  a  level  near  the 
8.9  percent  growth  experienced  in  the  second 
half  of  1984.  For  the  year,  we  see  about  an 
8.0  percent  growth  for  sales  of  department  store- 
type  goods  in  the  United  States,  down  from  the 
roughly  10.0  percent  growth  experienced  in 
1984.  Our  customer  focus  and  merchandising 
skills  should  allow  us  to  maximize  our  oppor¬ 
tunities  in  what  we  see  as  a  positive  1985  retail 
environment,  despite  a  slow  first-half  sales 
growth  and  an  expeaed  continuation  of  strong 
competitive  pressures. 

Sincerely, 

Howard  Goldfeder 

Chairmm  rmd 

Chief  Executive  Officer 
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For  Fifty-Five  Years: 

A  Commitment  To  Excellence 


federated  Department  Stores  serves 
gM  consumers  in  major  cities  and 

growing  markets  from  coast  to  coast, 
yet  many  of  our  most  loyal  customers 
never  have  heard  our  name. 

But  that  is  all  right  with  us,  because 
our  customers  know  something  about  us 
that  is  far  more  important  than  our  name. 
They  know  our  stores.  And  when  they 
shop  our  stores,  they  know  they  will  find 
the  kind  of  quality,  fashion  and  value  they 
have  come  to  expea  from  Federated — no 
matter  by  what  name  they  know  us. 

This  is  because  each  of  our  operating 
divisions  shares  a  common  corporate 
commitment...  the  commitment  to  excel¬ 
lence.  It  is  this  commitment  to  being  the 
best  at  what  we  do  that  has  charaaerized 
Federated  for  more  than  half  a  century. 

We  are  proud  of  the  reputation  this 
commitment  to  excellence  has  earned  for 
Federated  in  the  many  markets  we  sene. 
We  worked  hard  to  earn  our  reputation. 

We  are  working  even  harder  to  keep  it. 

Fulfilling  our  commitment  to  excel¬ 
lence  on  behalf  of  the  American  consumer 
means  supporting  our  operating  divisions 
in  ways  that  enable  them  to  best  serve  the 
needs  of  their  particular  markets. 

We  believe  that  when  it  comes  to 
department  stores,  nobody  knows  the 
Southwest  better  than  Foley's  and  Sanger 
Harris,  the  Midwest  better  than  Shillito  Rikes 
and  Lazarus,  the  South  better  than  Rich's, 
Burdines  and  Goldsmith's,  the  Northeast 
better  than  Bloomingdaies,  Filene's  and 
.Abraham  and  Straus,  or  California  better 
than  I.  Magnin  and  Bullocks/Bullocks 
Wilshire. 

This  is  why  we  think  it  is  important 
to  maintain  active  partnerships  with  each 
of  our  divisions — to  maintain  broad 
parameters  for  strategies  held  in  common 
while  giving  each  division  the  autonomy 
and  flexibility  it  needs  to  respond  quickly 


to  the  unique  needs  and  preferences  of  its 
own  market. 

Being  committed  to  excellence  also 
means  providing  shopping  alternatives  for 
customers  whose  needs  or  value  concepts 
differ  from  those  of  our  department  store 
customers.  This  is  why  Federated  includes 
mass  merchandising  and  other  special 
stores. 

And  we  believe  our  supermarket  divi¬ 
sion,  Ralphs,  fully  refleas  excellence  in  its 
commitment  to  high  quality  and  innovation. 

In  partnership  with  our  suppliers,  we 
are  committed  to  excellence  by  making  the 
customer  the  primary  focus  of  all  of  our 
merchandising  decisions — to  meet  the 
needs,  desires  and  expectations  of  our 
customers  for  quality  merchandise  that  suits 
their  life-styles  and  pocketbooks. 

Because  we  know  excellence  means 
meeting  the  lifestyle  and  value  needs  of  our 
customers,  we  have  reaffirmed  our  interest 
in  branded  quality  merchandise  as  a  signifi¬ 
cant  portion  of  our  inventory.  .And  we  have 
supplemented  this  move  by  reinforcing, 
through  our  private  label  program,  our 
commitment  to  developing  merchandise 
offerings  exclusive  to  Federated  stores. 

Last  year,  we  spent  substantial  sums 
on  remodeling,  redesigning  and  refurbish¬ 
ing  our  existing  stores.  Because  we  think  a 
commitment  to  excellence  means  making 
sure  our  stores  are  physically  attractive  and 
designed  to  enhance  the  merchandise 
offerings,  that  the  right  amount  of  space  is 
devoted  to  the  right  kinds  of  merchandise 
and  that  our  stores  are  struaured  in  ways 
that  make  shopping  convenient — and 
fun — for  our  customers. 

We  think  excellence  is  the  right 
combination  of  each  of  these  faaors.  And 
excellence  is  what  Federated  is  all  about. 


Each  different,  each  distinct,  many  Federated 
divisions  bate  been  household  names  for 
generations  of  American  s!x>ppers. 
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Strong  Financial  Position: 
Foundation  For  The  Future 


It  is  not  by  chance  that  Federated 
enjoys  one  of  the  strongest  financial 
ratings  in  the  retail  industry  It  is  the 
result  of  a  long-term  corporate  commit¬ 
ment  to  maintaining  a  strong  financial 
position  through  sound  fiscal  manage¬ 
ment.  In  1984,  this  contributed  to  a  cash 
flow  totaling  more  than  $565  million. 

We  believe  the  key  to  our  successful 
financial  strategy  lies  in  putting  the 
customer  first  in  such  a  way  that  share¬ 
holder  value  is  increased.  And  this 
requires  careful  allocation  of  our  financial 
assets 

Asset  allocation,  based  on  meeting 
customer  and  shareholder  needs,  will 
remain  a  top  priority  for  us  throughout 
his  decade.  Central  to  our  strategy  for  the 
future  is  the  amount  of  cap:'a!  investment 
we  plan  to  make  in  our  company  between 
now  and  the  end  of  the  decade,  and  the 
purposes  for  which  this  investment  will  be 
made. 

In  1984,  we  opened  45  new  stores 
nationwide.  These  included  entries  by 
several  of  our  divisions  into  new  or 
expanded  markets:  Bloomingdale’s  into 
Miami,  Florida;  our  new  MainStreet  divi¬ 
sion,  launched  with  three  stores  in  the 
Chicago  market;  the  expansion  of  Burdines 
into  Gainesville,  Florida;  of  Sanger  Harris 
into  .Albuquerque,  New  Mexico;  of  Filenes 
into  Waterford,  Connecticut;  of  Filenes 
Basement  into  its  firsfcfi^gion^l  .malbstftfier' 
in  Braintree,  Massachusetts;  and  I.  Magnins 
reentry  into  the  Sacramento,  California, 
market. 

Plans  already  have  been  announced 
for  the  opening  of  six  new  MainStreet 
stores  in  the  Chicago  market  in  19S5  and 
for  the  entry  of  Bloomingdales  into  the 
Boca  Raton,  Florida,  market  in  1986,  and 
the  Chicago  market  a  year  later 


We  anticipate  investing  approximately 
$649  million  of  our  capital  allocations  in 
new  store  development  in  the  next  five 
years,  down  from  $971  million  allocated 
for  this  purpose  in  1980-19S4.  Of  this  total, 

41  percent  is  planned  to  go  into  depart¬ 
ment  stores,  7  percent  into  mass  mer¬ 
chandising  stores,  14  percent  into  super¬ 
markets  and  38  percent  into  other  stores 

At  the  same  time,  we  are  committed  to 
increasing  the  level  of  investment  in  our 
store  remodeling  and  expansion  program 
— a  key  element  in  our  strategy  to  improve 
market  share  for  our  established  depart¬ 
ment  stores  In  1984,  we  invested  a  total  of 
approximately  $103  million  in  this  pro¬ 
gram  We  anticipate  that  the  amount  of 
capital  investment  in  store  remodels, 
expansions  and  maintenance  will  increase 
to  $163  million  in  1985 

.As  has  been  the  case  in  the  past,  we 
expect  to  fund  most  of  our  capital  expen¬ 
ditures  without  any  significant  change  in 
total  debt.  Strong  cash  flow  generated 
from  our  operations  enables  us  to  accom¬ 
plish  this.  We  will,  however,  plan  to 
continue  funding  fixed  capital  and  imbed¬ 
ded  working  capital  with  long-term  debt 
and  equity.  Short-term  variable  debt  will 
be  used  to  fund  seasonal  working  capital 
needs.  It  also  will  allow  us  to  time  our 
long-term  debt  placements  with  the  low 
end  of  the  interest  rate  cycle. 

Wfegake  pride  in  the  fact  that  Edd®- 
rateds  consistently  sound  fiscal  manage¬ 
ment  and  solid  earnings  performance  has 
enabled  us  to  pay  regular  quarterly 
Affvidends  to  cur  shareholders  since  1931. 
We  know  how  important  this  is  to  our 
shareholders,  who  are  as  concerned  as  we 
are  about  building  a  secure  foundation  for 
the  future. 

This  is  why  we  will  continue  to  balance 
our  shareholders’  interest  in  consistent 
dividend  increases  with  corporate  oppor¬ 
tunities  to  invest  in  high-return  projects. 


Burdines'  fashion-elegant  Mayfair  store,  opened  in 
Miami's  Coconut  Grove  area  in  September,  is  one 
of  45  new  Federated  store  openings  in  1984 . 
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Department  Stores: 

Premier  In  Premier  Markets 
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New  Concepts/A  New  Division: 
Strategies  For  Future  Growth 


Everything  about  our  new  MainStreet 
division — from  its  unique  concept, 
to  its  heartland  name,  to  the 
merchandise  selections  in  its  stores — 
suggests  the  best  of  middle  America. 

And  this  is  just  where  MainStreet  is 
focused. 

The  fall  of  1984  marked  the  opening 
of  our  first  three  MainStreet  stores  in  the 
heart  of  middle  America,  suburban  South¬ 
western  Chicago.  We  call  MainStreet  a 
unique,  family-oriented,  promotional 
department  store — and  it  is  all  of  those 
things  and  more. 

MainStreet  features  moderate  prices 
on  both  branded  and  private  iabel  offerings. 
It  stocks  misses’  and  juniors’  apparel;  mens, 
infants'  and  children's  apparel;  cosmetics; 
accessories;  home  textiles  and  fashion 
housewares.  It  does  not  carry  hardlines. 

We  have  fashioned  MainStreet  to 
appeal  to  value-  and  fashion-oriented 
families,  particularly  those  with  growing 
children. 

The  division’s  target  customers  are 
between  25  and  45  years  of  age,  which 
generally  is  a  little  younger  than  the  typical 
department  store  customer.  The  unique 
combination  of  quality  and  value  is 
designed  to  make  MainStreet  especially 
attractive  to  households  in  the  $20,000  to 
$40,000  income  bracket — the  great  middle 
market  of  mature  blue  collar  and  early- 
career  white  collar  families. 

We  plan  to  roll  out  the  MainStreet 
concept  aggressively.  In  addition  to  the 
three  stores  now  open,  we  plan  to  open 
six  more  in  the  Chicago  area  in  the 
fall  of  1985. 


At  the  same  time,  we  are  evaluating 
markets  for  the  next  flight  of  MainStreet 
stores.  Our  strategy  is  to  build  enough 
stores  in  each  market  to  achieve  sufficien 
store  concentration  to  maximize  our 
investment  in  advertising  and  create 
market  presence  and  penetration.  It  is  ou 
expectation  that  the  division  will  be  an 
important  source  of  earnings  growth  for 
the  company  in  the  late  1980s  and  throug 
out  the  1990s. 

Development  of  a  new  division  is 
costly,  but  the  evolution  of  the  MainStreei 
concept  illustrates  two  important  points 
about  Federated  as  a  corporation. 

The  first  of  these  is  that  our 
company's  strong  financial  position  enabl 
it  to  identify  an  unfilled  market  niche  an< 
move  strongly  and  efficiently  to  fill  it,  as 
MainStreet  is  doing. 

The  second  lies  in  our  ability  to  she 
existing  facilities  and  systems,  as  MainStrc 
is  doing  with  Gold  Circle's  freight  distrib 
tion  system,  computer  center  and  many  < 
its  merchandise  information  and  distribi 
tion  systems.  This  ability  to  take  advantage 
existing  support  systems,  rather  than  havi 
to  build  costly  new  ones  from  scratch, 
makes  the  investment  more  productive  i 
a  shorter  time  frame. 

Wc  think  this  is  part  of  the  reason 
our  ne-'.vit  division  will  prove  to  be  a 
winner — for  its  customers,  and  for  our 


MainStreet  brings  a  new  look  and  new 
merchandising  focus  to  the  vast  middle  marke 
with  the  opening  of  three  Chicago-area  stores  i 
1984. 
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Merchandising  Strength!: 
Success  Built  By  Design 


Putting  our  customers  first  starts  long 
before  they  enter  our  stores.  In  fact, 
the  decision  of  a  customer  to  purchase 
an  item  from  one  of  our  stores  is  the  last 
step  in  a  complex  process  that  can  begin 
years  before. 

It  is  a  process  that  relies  heavily  on 
the  expertise  of  our  New  York-based 
Merchandising  Services  organization,  and 
the  thousands  of  Federated  buyers  whose 
perennial  search  for  fashion,  quality  and 
value  takes  them  around  the  nation  and 
across  the  world.  And  it  involves  as  well 
our  participation  in  the  highly  professional 
and  efficient  international  buying 
operations  of  the  .Associated 
Merchandising  Corporation  (AMC). 

Staying  ahead  of  emerging  fashion 
trends  and  spotting  or  developing  new 
merchandise  ideas  and  sources  is  not  easy 
It  means  knowing  today  what  discriminating, 
value-conscious  and  well-informed 
consumers  will  expea  to  find  in  our  stores 
next  month,  next  season,  or  even  next 
year.  In  a  highly  competitive  marketplace, 
mistakes  can  be  costly. 

This  is  why  our  Merchandising 
Services  operation  is  so  important  to  us. 
Because  it  is  here  the  divisions  are  assisted 
in  making  the  right  decisions  on  dozens  of 
merchandising  considerations. 

The  size  and  responsibilities  of  our 
Merchandising  Services  office  have  been 
expanded  significantly  in  recent  years  in 
an  effort  to  aid  all  of  our  general  merchan¬ 
dise  divisions  in  bringing  differentiation, 
quality  and  added  value  to  their  produa 
offerings. 

Our  private  label  program  is  an 
integral  part  of  this  effort.  Allen  Solly,  the 


Merchandise  professionals  at  our  New  York 
Merchandising  Services  office  assist  divisions 
with  marketing  analysis  and  purchasing 
decisions. 
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most  popular  and  successful  of  our  private 
labels,  is  a  good  example  of  a  produa  line 
developed  by  Merchandising  Services  to 
provide  our  stores  with  an  extra 
dimension  in  men's  and  womens  apparel 
offerings. 

One  of  the  most  important 
funaions  of  our  Merchandising  Service! 
office  is  helping  to  coordinate  the  buying 
done  by  our  divisions.  In  1984,  Federated 
withdrew  from  the  domestic  merchandise 
programs  of  AMC  and  assigned  the  respon¬ 
sibility  for  domestic  marketing  analyses 
and  supplier  identification  to  our  Merchan¬ 
dising  Services  office.  This  strategic  move 
was  made  to  increase  our  ability  to 
respond  quickly  and  direaly  to  developing 
trends  in  the  domestic  marketplace. 

Merchandising  Services  also  offers 
our  stores  economies  in  purchasing 
certain  fashion-predictable  items  that  are 
stocked  by  a  number  of  our  department 
store  divisions.  This  funaion  enables  us  to 
offer  our  customers  high  quality  and 
excellent  value  at  desirable  price  points. 

Because  most  of  our  Merchandising 
Services  staff  is  in  continuous  contaa  with 
manufaaurers,  designers  and  suppliers 
from  even.’  part  of  the  globe,  we  depend 
on  them  to  provide  our  divisions  with 
marketing  and  merchandising  direaion, 
and  to  assist  our  divisions  in  formulating 
strategic  merchandising  objeaives. 

And  we  depend  on  AMC  to  supple¬ 
ment  the  work  of  our  Merchandising 
Services  office  through  a  highly-refined 
network  of  overseas  buyers  and  a  profes¬ 
sional  international  market  operation  that 
assures  us  timely  access  to  customer- 
preferred  fashion  imports. 

It  all  adds  up  to  a  lot  of  hard  work, 
but  we  think  it  pays  off  in  a  high  degree  of 
customer  satisfaction.  And  customer  satis¬ 
faction  pat’s  off  for  all  of  us. 
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Division  Performance 


Abraham  and  Straus 

Brooklyn,  New  York;  established  1865 

Chaim  Edelstetn,  chairman 

Robert  .Anderson,  president 

19S-4  Sales  $781.0  million;  1983  Sales  $731,8  million 

15  department  stores  in  New  York,  New  Jersey  and 

Pennsylvania 

Sales  improved  substantially  in  .Abraham 
and  Straus'  newer  stores  in  White  Plains  and 
the  Philadelphia  area.  A  renovation  of  A&S' 
downtown  Brooklyn  store  was  accomplished 
during  the  year  in  order  to  reallocate  space 
previously  assigned  to  the  Budget  Store.  The 
renovation  positions  the  store  well  competi¬ 
tively.  A&S  has  in  place  a  five-year  plan  to 
remodel  and  respace  its  older  stores  in  an 
effort  to  maximize  its  business  in  existing 
locations. 


Manhattan,  New  York;  established  1872 

Man-in  S.  Traub,  chairman 

Robert  Tammero,  president 

198s  Sales  $903,0  million;  1983  Sales  $787.9  million 

15  department  stores  in  New  York,  New  Jersey, 

Connecticut,  Pennsylvania,  Massachusetts,  Virginia, 

Maryland,  Texas  and  Florida 

Sales  for  the  first  year  of  3!oomingdales 
Valley  View;  Texas,  store  were  satisfactory,  and 
stores  in  the  Philadelphia  area  continued  the 
trend  of  significant  increases  which  began  in 
the  fourth  quarter  of  1983-  Bloomingdales 
catalog  operation  again  turned  in  substantial 
sales  increases.  In  August,  Bloomingdales 
opened  a  store  in  The  FalLs,  in  South  Florida,  as 
part  of  the  plan  for  aggressive  expansion  of  the 
division.  The  store  was  voted  "Store  of  the 
Year"  by  the  Institute  of  Store  Planners,  and 
sales  have  exceeded  expectations.  Major  pro¬ 
gress  was  made  on  a  new  three-vear  program 
of  renovating  the  59th  Street  store  in  New  York 
City  designed  to  reallocate  space  to  desired 
classifications,  recapture  additional  sales  space 
and  continue  the  tradition  of  exciting  presenta¬ 
tion.  Expansion  of  Bloomingdales  Bergen 
County  store  will  be  completed  in  1985. 


Boston  Store 

Milwaukee,  Wisconsin;  established  1900 

Orren  J.  Bradley,  chairman 

Thomas  A.  Jones,  president 

1984  Sales  $148.9  million;  1983  Sales  $130.9  million 

8  department  stores  m  Wisconsin 


We  determined  after  intensive  evaluation 
of  the  merits  that  although  the  Boston  Store 
made  considerable  progress  over  the  past  two 
years,  capital  used  in  the  Boston  Store  could  be 
better  utilized  elsewhere  in  our  operations. 

The  division  was  sold  in  early  1985. 


Los  Angeles,  California;  established  1906 
.Allen  Questrom.  chairman 
lames  E,  Gray  president 

1984  Sales  $673.8  million;  1983  Sales  $588.9  million 
22  department  stores  in  California,  Arizona  and  Nevada 
Bullocks  Wilshire,  Los  Angeles,  California 
Jerome  M.  Nemiro,  president 
6  stores  in  California 


Having  opened  three  new  stores  in  the 
previous  year,  in  1984  Bullocks  turned  its 
attention  to  the  growth  of  sales  in  existing 
units.  .An  important  part  of  the  divisions  strat¬ 
egy  is  a  program  to  respace  and  remodel  many 
of  its  older  stores.  Besides  major  remodels, 
substantial  funds  have  been  allocated  as  part  of 
the  divisions  commitment  to  enhancing  mer¬ 
chandise  presentation  standards. 


Bullocks  Wilshire,  the  distinctive  six-store 
retail  operation  of  Bullocks,  enjoyed  strong 
sales  growth  in  1984.  its  mail  order  operation, 
expanded  in  1983,  showed  a  substantial  sales 
increase  in  1984.  The  interior  of  its  historic 
Wilshire  Boulevard  store  will  be  upgraded  in 
1985. 
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Bur  dines 

Miami,  Florida,  established  1898 

Howard  Socol,  chairman 

James  U.  Girrckc-r,  president 

’l9Ks  Sales  $691  $  million;  1983  Sales  $630.3  million 

28  department  Mores  in  Florida 

Burdines'  position  as  Florida's  leading 
retailer  was  enhanced  in  1984  by  the  addition 
of  new  stores  in  Gainesville,  Coral  Springs  and 
Coconut  Grove  (Mayfair).  Burdines'  stores  in 
central  and  west  Florida  showed  strong  sales 
growth,  but  the  division's  performance  con¬ 
tinued  to  be  negatively  impacted  by  the  South 
Florida  economy,  which  remained  sluggish  as  a 
result  of  reduced  foreign  tourism  and  related 
factors.  Remodeling  and  expansion  was  started 
on  Burdines'  Boca  Raton  store  in  1984.  and  its 
Plantation  store  was  remodeled,  Burdines'  1985 
strategy  places  major  emphasis  on  maximizing 
the  productivity  of  existing  stores. 


The  Children’s  Place 

Pine  Brook,  Newjersey;  established  1969 

Clinton  A.  Clark,  chairman  and  chief  executive  officer 

1984  Sales  $135.9  million;  19»3  Sales  $1033  million 

139  childrens  apparel  specialty  outlet  and  super  stores  ip. 

23  states 

The  continued  growth  and  strengthening 
of  the  divisions  private  label  program  has 
helped  The  Children's  Place  build  a  strong 
fashion  program  at  value  prices,  Strategic 
emphasis  is  focusing  on  the  development  of 
seasonal  inventory  classification  plans  for  each 
geographic  region.  The  division  entered  four 
new  markets  in  1984:  Missouri,  Kentucky. 
Louisiana  and  South  Carolina.  Operating  units 
increased  by  twenty-five  at  the  close  of  the  year. 
New  prototype  stores  have  been  designed  to 
communicate  an  updated,  easy-to-shop  environ¬ 
ment  with  a  focus  on  value.  The  Children's 
Place  plans  to  open  twenty  new  stores  in  1985. 


Boston,  Massachusetts;  established  1852 
Michael  J.  Babcock,  chairman 
Jerry  M.  Socol.  president 

19K4  Sales  $328, 4  million;  1983  Sales  $292.5  million 
15  department  stores  in  Massachusetts,  New  Hampshire. 
Maine.  Rhode  Island  and  Connecticut 

Filenes  moved  ahead  in  1984  with  its 
building  and  remodeling  program,  opening  a 
fifteenth  store  in  Waterford.  Connecticut,  and 
completing  a  major  renovation  and  upgrading 
of  the  first  flexor  of  its  downtown  Boston 
flagship  store.  Ground  was  broken  for  a  store 
in  Albany  New  York,  which  is  scheduled  to 
open  in  mid-1985.  Several  suburban  stores  are 
being  respaced  and  remodeled  to  help  Filenes 
meet  the  growth  objectives  of  its  strategic  long- 
range  plan. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Filene’s  Basement 

Boston,  Massachusetts;  established  1909 
Samuel  J.  Gerson,  chairman 
M.  Anathan  III,  president 

19S4  Sales  $188.8  million;  1983  Sales  $151.2  million 
15  stores  in  Massachusetts,  New  Hampshire,  New  York  and 
Connecticut 

Filene's  Basement  had  an  excellent  year 
and  is  now  well-positioned  for  future  growth. 

In  the  fall,  the  Basement  opened  its  fifteenth 
store  in  the  South  Shore  Plaza  in  Braintree, 
Massachusetts.  The  store  was  Filenes  Base¬ 
ments  first  entry  into  a  major  regional  mall  and 
sales  were  substantially  above  expectations. 

This  store  was  a  further  refinement  of  the  new 
branch  prototype,  w’hich  communicates  the 
Basements  fashion  quality  and  value  story  in 
dramatic,  contemporary  graphics  and  fixturing 


Foley’s 

Houston.  Tuxes;  established  1900 
Lasker  M.  Meyer,  chairman 
John  B.  L'tsev.  president 

198-1  Sales  $682.4  million;  1983  Sales  $625.9  million 
1"  department  stores  in  Texas 

An  economic  slowdown  in  the  Houston 
area  caused  by  problems  in  the  oil  and  gas 
business  and  competitive  pressures  slowed 
sales  gains  in  Foleys  home  market  in  1984,  but 
sales  were  strong  in  the  divisions  Austin  and 
San  Antonio-area  stores.  Deerbrook  Mall, 
Foleys  twelfth  Houston-area  store,  opened  suc¬ 
cessfully  in  July.  In  October,  a  prototype  “small 
market"  Foleys  opened  in  Bryan/College  Sta¬ 
tion,  Texas.  The  division  is  integrating  its 
Budget  Store  into  the  rest  of  its  operation. 


Columbus,  Ohio;  established  1967 
Peter  J.  Hayes,  chairman 
Robert  Glass,  president 

1984  Sales  $6279  million;  1983  Sales  $590.1  million 
50  miss  merchandising  stores  in  Ohio,  Kentucky,  New 
York  and  Pennsylvania 

Gold  Circles  Cleveland  and  Akron/Can- 
ton-area  stores  showed  the  greatest  strength  for 
the  division  in  1984.  Installation  of  register 
check-out  scanners  in  forty-nine  Gold  Circle 
stores  in  1984  established  the  division  as  the 
first  mass  merchant  in  the  country  to  install 
productivity-building  scanners  throughout  its 
operation.  The  division  also  implemented  an 
everyday  low  price  merchandising  strategy  and 
a  program  aimed  at  upgrading  its  apparel 
fixtures  in  all  stores  to  reinforce  its  fashion 
orientation. 


Goldsmith’s 

Memphis,  Tennessee;  established  1870 
Matthew  Spiegel,  chairman 
Roger  Knox,  president 

1984  Sales  $164.0  million;  1983  Sales  Sis'."  million 
6  department  stores  in  Tennessee 

The  Memphis  economy  remained  strong 
and  sales  continued  to  improve  for  Goldsmiths 
in  1984,  despite  intensifying  competitive  pres¬ 
sures.  Goldsmiths  completed  the  remodeling 
of  its  Oak  Court  store  in  the  early  fall  of  1984, 
and  sales  for  the  fall  season  were  above  expec¬ 
tations  for  the  store.  The  division  currently  is 
remodeling  its  Raleigh  Springs  store  with  the 
project  to  be  completed  in  1985. 
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Columbus,  Ohio;  established  1851 
•Michael  D.  Murphy,  chairman  - 

Arthur  W  Handshy  president  | 

1984  Sales  $453.4  million;  1983  Sales  $420.4  million  | 
17  department  stores  in  Ohio,  Indiana  and  West  Virginia* 

Lazarus  enjoyed  good  sales  increases  in  \ 
most  of  the  markets  it  serves  in  1984,  with 
special  strength  in  the  Indianapolis  and  Evans¬ 
ville,  Indiana,  markets.  The  division  is 
embarking  on  a  program  of  planned  remodel¬ 
ing  and  renovation  of  a  number  of  its  stores  as 
part  of  its  growth  strategy.  Besides  its  commit¬ 
ment  to  growth  in  sales,  Lazarus  strengthened 
its  commitment  to  professional  growth  of  its 
associates  through  updated  training  programs 
in  all  areas  and  the  introduction  of  the  Lazarus 
Advanced  Merchandising  Institute,  which  is 
designed  to  foster  development  of  buyers  and, 
as  a  result,  promote  long-term  business  growth. 


I.  Magnin 

San  Francisco,  California;  established  1876 

Steven  M.  Somers,  chairman 

Gerald  E.  Napier,  president 

1984  Sales  $309.7  million;  1983  Sales  $2'6.0  million 

26  stores  in  California,  Oregon,  Washington,  Arizona, 

Illinois  and  Maryland 

I.  Magnin|  Twenty-sixth  store  opened  in 
late  August  in  Sacramento  with  results  exceed¬ 
ing  expectations.  The  suburban  Chicago,  White 
Flint  (Washington,  D.C.)  and  Palo  Alto  stores 
showed  particular  sales  strength  in  1984.  The 
San  Francisco  stores  new  renovation  also  has 
moved  sales  above  expectations.  I.  Magnins 
catalog  sales  grew  substantially  in  1984.  A  new 
Customer  Service  Program  was  implemented 
in  the  fall  and  the  division  repositioned  its 
merchandising  and  stores  organization. 


Chicago,  Illinois;  established  1983  \- 

John  H.  Eyler,  Jr.,  chairman 
James  J.  Amann,  president 
1984  Sales  $9.8  million 
3  stores  in  Illinois 

MainStreet,  Federateds  new  family- 
department  store  designed  to  appeal  to  the 
moderate  income  customer,  opened  its  first 
three  stores  in  October,  1984.  The  stores  were 
well  received  by  Chicago-area  customers  who 
particularly  cited  ease  of  shopping,  desirable 
assortments,  quality  service  and  value  as  key- 
reasons  to  shop  at  MainStreet.  MainStreet  is  off 
to  a  positive  start  and  is  expected  to  be  a 
significant  factor  in  sales  and  earnings  growth 
for  Federated  in  the  future.  Plans  for  1985 
include  the  opening  of  six  additional  stores  in 
the  Chicago  area. 


Ralphs 

Lo.s  Angeles,  California;  established  1873 
Byron  Allumbaugh,  chairman 
Patrick  V  Collins,  president 

1984  Sales  $1,711.3  million;  1983  Sales  $l,-*73.7  million 
126  supermarkets  in  southern  California 

In  1984,  Ralphs  launched  a  new  market¬ 
ing  program  with  the  message;  “Lower  Prices, 
Higher  Standards".  The  objective  was  to  com¬ 
municate  an  aggressive  and  successful  sales- 
buiiding  program  aimed  at  increasing  market 
share  of  existing  stores.  The  program  com¬ 
bined  price  reductions  with  substantial  cost 
control  efforts,  accelerating  sales  to  the  point 
that  performance  for  the  year  exceeded  expec¬ 
tations.  Ralphs  opened  five  stores  in  1984, 
compared  to  thirty-nine  stores  during  the  pre¬ 
vious  two  years.  Six  stores  were  closed  in  1984. 
The  division  will  continue  to  emphasize  exist¬ 
ing  store  sales  increases  in  1985. 
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Rich’s 

Atlanta.  Georgia;  established  186* 

James  M.  Zimmerman,  chairman 

Merwin  F  Kaminstein,  president 

1984  Sales  $602,0  million;  1983  Sales  $309.1  million 

18  department  stores  in  Georgia,  Alabama  and 

South  Carolina 

Rich's  continued  its  progress  in  1984  with 
excellent  sales  and  market  share  growth.  Rich's 
Gwinne:.  Place  opened  in  Atlanta  in  early  1984, 
exceeding  sales  expectations.  Growth  in  the 
Birmingham  market  has  continued  and  plans 
are  to  add  a  third  store  in  the  area  at  River 
Chase  Mall,  in  1986.  Rich's  also  will  open  its 
fourteenth  Atlanta  store  at  Town  Center  in  1986. 
Major  renovations  continue  in  the  existing 
.Atlanta  stores,  including  Cumberland  and 
Southlake,  with  completion  dates  in  1985. 


Richway 

Atlanta.  Georgia;  established  19~0 

JohnJ.  Vleitnauer,  Jr„  chairman 

E.  Jackson  Smailcs,  president 

1984  Sales  $432.0  million;  1983  Sales  $401.0  million 

31  mass  merchandising  stores  in  Georgia,  S&if-i  Carolina, 

N’oi  th  Carolina.  Tennessee  and  Florida 

Richways  Florida  stores  led  the  division 
in  sales  increases  in  1984.  Inauguration  of  an 
everyday  low  price  policy,  major  changes  in 
softlines  tixturing  for  improved  fashion  presen¬ 
tation,  departmentalization  and  an  increase  in 
on-tloor  merchandise  capacity  were  important 
strategies  that  were  implemented  during  the 

Remodeling  has  started  in  one  of  the 
existing  stores  with  completion  scheduled  for 
Spring  1985.  based  m  a  new  design  that  will  be 
used  in  future  new  stores  and  older  stores  as 
they  are  remodeled. 


Sanger  Harris 


Dallas,  Texas;  established  185* 

John  D.  Miller,  chairman 

Michael  Steinberg,  president 

1984  Sales  $i-T.-t  million;  19S3  Sales  $399.3  mi 

16  department  stores  in  Texas,  Oklahoma  and  St 

Levy’s.  Tucson,  Arizona;  established  1903 

2  department  stores  in  Arizona 


Sanger  Harris  focused  on  implementing 
strategies  aimed  at  differentiating  Sanger  Harris 
and  Levy's  stores  from  the  increasing  competi¬ 
tion  in  their  markets,  including  enhanced 
emphasis  on  moderate  and  better  merchandise 
in  many  locations.  Customer  service  was 
improved  in  1984,  and  private  label  merchan¬ 
dise  unique  to  Sanger  Harris  has  been 
emphasized.  A  store  was  opened  in  .Albuquer¬ 
que.  New  Mexico,  a  new  market  for  the 
division,  and  a  second  same  was  opened  in 
Tulsa.  Oklahoma. 


Shillito  Rikes  ■ 


Cincinnati.  Ohio  1 

Shill itols  established  1830;  Rikes  established  1853 

Douglas  M.  Tnomsen.  chairman 

Herbert  Ross,  president 

198-i  Sales  $381.1  million;  1983  Sales  $359.9 

l-i  department  stores  in  Ohio  and  Kentucky 


Sales  continued  to  improve  for  Shillito 
Rikes  in  1984.  The  division  positioned  itself  for 
the  future  by  continuing  to  integrate  Budget 
Store  merchandise  into  upstairs  store  depart¬ 
ments.  Budget  stores  will  be  discontinued  by 
the  division  by  1986.  Shillito  Rikes  is  also  in  the 
process  of  implementing  a  store  remodeling 
program  in  all  of  its  major  markets.  The  pro¬ 
gram  is  scheduled  for  completion  in  two  years. 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Income 


(in  tlxnisands,  except  p>er  share  data ) 

53  Weeks  Ended 
February  2,  1985 

52  Weeks  Ended 
January  28, 1984 

52  Weeks  Ended 
January 29, 1983 

Net  Sales,  including  leased  department  sales  of  $264,000, 
$204,100  and  $160,100 

$9,672,336 

$8,689,579 

$7,698,944 

Cost  of  sales,  including  occupancy  and  buying  costs 

Selling,  publicity,  delivery  and  administrative  expenses 
Provision  for  doubtful  accounts 

Interest  expense  —  net 

7,097,683 

1,893,649 

33,92-4: 

116,259 

6,268,861 

1,69^,663 

34,829 

100,302 

5,618,494 

1,526,604 

35.379 

96,791 

Total  costs  and  expenses 

9,141,515 

S, 101, 655 

7,277.268 

Income  Before  Income  Taxes  and  Unusual  Items 

Unusual  items: 

Equity  in  gain  on  sale  of  shopping  centers,  net  of  taxes 
Other 

530,821 

42,609 

587,924 

40,118 

(27,000) 

421,676 

Income  Before  Income  Taxes 

Federal,  state  and  local  income  taxes 

573,430 

244,100 

601,042 

262,700 

421,676 

188,900 

Net  Income 

S  329,330 

S  338,342 

$  232.776 

Earnings  per  Share  of  Common  Stock 

Fully  Diluted  Earnings  per  Share 

6.61 

$6.96 

679 

$4.79 

4.67 

Tbe  accompanying  notes  are  an  integral  part  of  tl.vse  financial  statements 
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Federated  Department  Stores.  Inc. 

Consolidated  Balance  Sheet 


(in  thousands) 

February  2,  1985 

January  28,  1984 

Assets 

Current  Assets: 

Cash 

$  105,141 

$  64,505 

Accounts  receivable 

1,545,754 

1,427.220 

Merchandise  inventories 

1,314,451 

1,128.476 

Supplies  and  prepaid  expenses 

43,746 

35,"29 

Total  Current  Assets 

3,009,092 

2.655.930 

Property  and  Equipment  —  net 

2,1  /  8,555 

2.145,895 

Other  Assets 

83,728 

99,521 

Total  Assets 

$5,271,375 

$4,901,346 

Liabilities  and  Shareholders’  Equity 

Current  Liabilities: 

Notes  pavable  and  long-term  debt  due  within  one  vear 

$  315.428 

$  322.522 

Accounts  pavable  and  accrued  liabilities 

1,034,902 

1,027,059 

Income  taxes 

351,211 

32",l46 

Total  Current  Liabilities 

1,701,541 

1.676,727 

Deferred  Income  Taxes 

136,406 

96 .9"  1 

Deferred  Compensation  and  Supplementary  Retirement 

178,662 

162,801 

Long-Term  Debt 

710.724 

631.46" 

Shareholders’  Equity: 

Preferred  stock 

— 

— 

Common  stock 

62,196 

62,196 

Capital  in  excess  of  par  value  of  common  stock 

102,39" 

105,459 

Retained  earnings 

2,406,693 

2,194.118 

Less  treasury  stock  at  cost 

27,244 

28,393 

Total  Shareholders’  Equity 

2.544,042 

2,333,3S0 

Total  Liabilities  and  Shareholders’  Equity 

$5,271,375 

$4,901,346 

Tne  accompanying  notes  are  an  integral  part  of  tlxse  financial  statements 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of 
Changes  in  Financial  Position 


(in  dnusands) 

55  Weeks  Ended 
February  2,  1985 

52  Weeks  Ended 
January  28,  1984 

52  Weeks  Ended 
January  29,  1983 

Cash  from  Operations 

Net  income 

$329,330 

S338,342 

S232,776 

Items  not  requiring  outlav  of  cash: 

Depreciation  and  amortization 

221,092 

206,249 

181,519 

Deferred  compensation  and  deferred  income  taxes 

59,214 

39,259 

40,735 

Equity  in  ( income)  or  loss  of  unconsolidated 

subsidiary 

(44,505) 

(42,818) 

2,067 

Total 

565,131 

541,032 

457,097 

Financing 

Net  reductions  —  notes  payable  and 

long-term  debt  due  within  one  year 

(7,094) 

(94,790) 

(11,025) 

Additions  to  long-term  debt 

105,113 

108,990 

169,876 

Reductions  of  long-term  debt 

(25,856) 

( 176,846) 

(23,789) 

Total 

72,163 

(162,646) 

135,062 

Dividends  Paid 

116,755 

106,980 

102,033 

Investments 

Capital  investment: 

Purchase  of  property  and  equipment 

296,219 

300,905 

421,040 

Disposition  of  property  and  equipment 

(-42,185) 

(51.990) 

(30,286) 

Increase  (decrease)  in  investment  in,  and  advances 

to,  unconsolidated  subsidiaries 

(62,821) 

(101,717) 

138 

Acquisition  of  companies 

— 

— 

49,762 

191,213 

147,198 

440,654 

Working  capital  used  in  operations: 

Increase  in  accounts  receivable 

118,534 

161,026 

85,154 

Increase  in  merchandise  inventories 

185,975 

184,544 

116,602 

Increase  in  supplies  and  prepaid  expenses 

8,017 

634 

5,233 

Increase  in  accounts  payable  and  accrued  liabilities 

(7,843) 

(150,711) 

(144,124) 

Total 

495,896 

342,691 

503,519 

Current  Income  Tax  Liability  —  increase 

( 24,065 j 

(81,652) 

(39,687) 

Other  Cash  Applications  —  net 

8,072 

496 

23,049 

Increase  in  Cash 

$  40.636 

S  9,871 

$  3,245 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 
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Federated  Department  Stores,  Inc. 

Notes  to  Financial  Statements 

1.  Summary  of  Significant 
Accounting  Policies 

All  subsidiaries  are  consolidated,  except  Federated 
Stores  Realty,  Inc.,  a  wholly-owned  real  estate  subsidiary 
and  Federated  Acceptance  Corporation,  a  wholly-owned 
finance  subsidiary,  which  are  accounted  for  on  the 
equity  method. 

Installments  of  deferred  payment  accounts  maturing 
after  one  year  are  included  in  current  assets  in 
accordance  with  industry  practice.  Profits  on  installment 
sales  are  included  in  income  when  the  sales  are  made. 

Merchandise  inventories  are  substantially  all  valued 
by  the  retail  method  and  stated  on  the  LIFO  (last-in, 
first-out  )  basis,  which  is  lower  than  market. 

Depreciation  and  amortization  are  provided 
primarily  on  a  straight-line  basis  for  book  purposes  over 
the  shorter  of  estimated  asset  lives  or  lease  terms. 

Real  estate  taxes  and  interest  on  construction  in 
progress  and  land  under  development  are  capitalized. 
.Amounts  capitalized  are  amortized  over  the  estimated 
lives  of  depreciable  assets. 

Investment  tax  credits  are  accounted  for  under  the 
flow  through  method.  Deferred  income  taxes  are 
provided  on  non-permanent  differences  between 
reported  and  taxable  income,  principally  accelerated 
depreciation,  deferred  compensation  and  the  deferment 
of  gross  margin  on  installment  sales. 

Earnings  per  share  are  computed  on  the  basis  of 
daily  average  number  of  shares  outstanding  during  the 
year.  Any  dilution  from  the  potential  issuance  of  shares 
under  the  deferred  compensation  plan  and  the  stock 
option  plans  would  be  less  than  three  percent.  Fully 
diluted  earnings  per  share  include  the  effect  of  shares 
issuable  upon  conversion  of  debentures  and  the 
potential  issuance  of  shares  under  the  deferred 
compensation  and  the  stock  option  plans. 

Certain  reclassifications  were  made  to  prior  year 
financial  statements  to  conform  to  current  year 
presentation. 


2.  Unusual  Items 

Equity  in  the  gain  on  the  sale  of  shopping  centers 
represents  the  sale  by  Federated  Stores  Realty  Inc ,  an 
unconsolidated  wholly-owned  subsidiary  of  Federated 
Department  Stores,  Inc.,  of  a  shopping  center  and  a 
partnership  interest  in  a  shopping  center  in  1984  and 
four  shopping  centers  in  1983.  The  equity  in  the  gain  on 
these  sales  is  reported  net,  after  reduction  for  federal, 
state  and  local  income  taxes,  provision  for  profit  sharing 
expense  and  other  expenses. 

Other,  in  1983,  includes  a  loss  provision  of  $12.0 
million,  before  income  taxes,  for  the  liquidation  of  the 
Bullocks  Northern  California  division  and  a  capital 
contribution  of  $15.0  million,  before  income  taxes,  to 
the  Federated  Department  Stores  Foundation. 


3.  Accounts  Receivable 

Accounts  receivable  include: 


/milliard) 

February  2, 
1985 

Due  from  customers 

30-ciav 

$  77  3 

$  91 5 

Deferred  pavment 

1,431“ 

1,308  1 

Other 

95  9 

86.8 

Gross  receivables 

1,604.9 

1,486.4 

Less: 

Allowance  for  doubtful  accounts 

32  3 

30.9 

Deferred  service  charges 

4.” 

6.2 

Accounts  sold  to  finance 

subsidiary  less  company's 

equity 

188.9 

171  2 

225  9 

208.3 

1,379.0 

1,278  1 

Due  from  finance  subsidiary 

166.8 

149.1 

Net  receivables 

$1,545  8 

$1,4272 

Allowance  for  doubtful  accounts 
as  %  of  gross  receivables 

2.0% 

2  Do 

Sales  through  credit  plans  of  Federated  divisions  in 
1984  rose  to  $3-8  billion,  up  8.9%  from  1983-  The  sales 
for  1983  had  increased  10.696  from  1982  and  sales  for 

1982  had  increased  7.3%  from  1981. 

Finance  charge  revenues,  which  are  included  in  net 
sales  in  the  Consolidated  Statement  of  Income, 
amounted  to  $198.1  million  in  1984,  $176.2  million  in 

1983  and  $153-9  million  in  1982. 
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4.  Inventories 

Merchandise  inventories  at  the  1984  year-end  were 
$1,314.5  million,  compared  with  $1,128.5  million  at  the 
end  of  the  preceding  year.  At  year-end  1984,  1983  and 
1982  inventories  were  $260.0  million,  $271.9  million 
and  $261.2  million  lower  than  they  would  have  been 
had  the  retail  method  been  used  without  the  application 
of  the  LIFO  basis.  This  application  resulted  in  a  credit  of 
12  cents  per  share  in  1984  and  charges  of  13  cents  per 
share  in  1983  and  18  cents  per  share  in  1982. 
Management  believes  that  the  LIFO  method,  which 
charges  the  most  recent  merchandise  costs  to  the  results 
of  current  operations,  provides  a  better  matching  of 
current  costs  with  current  revenues  in  the  determination 
of  net  income. 


5.  Properties  and  Leases 

Property  and  equipment  includes: 


(millions) 

February  2, 

January  28, 

Land 

$  129.2 

$  129.4 

Buildings  on  owned  land 

Buildings  on  leased  land  and 

988.8 

970.9 

leasehold  improvements 

540.9 

539.5 

Store  fixtures  and  equipment 

1.293.3 

1,182.0 

Property  not  used  in  operations 
Leased  properties  under 

100.3 

94  2 

capitalized  leases 

205.0 

206  9 

Less  accumulated  depreciation 

3,257  5 

3.122.9 

and  amortization 

1.078  9 

9~7  0 

$2,178  6 

$2,145.9 

Major  commitments  for  the  future  purchase  or 
construction  of  facilities  at  February  2, 1985,  amounted 
to  approximately  $163  million. 

Maintenance  and  repairs  of  properties  and 
equipment  amounted  to  $80.7  million  for  1984,  $70.3 
million  for  1983  and  $66.4  million  for  1982. 

The  company  leases  a  portion  of  the  real  estate  and 
personal  property  used  in  its  operations.  Most  leases 
require  the  company  to  pay  real  estate  taxes, 
maintenance  and  other  executory  costs,  some  call  for 
additional  amounts  based  on  percentages  of  sales  and 
some  contain  purchase  options. 


Minimum  rental  commitments  (excluding  executory- 
costs)  at  February-  2, 1985,  for  noncancellable  leases  are: 


fmMums) 

op£%Zs 

joial 

Fiscal  rear: 

1985 

$  206 

i  44.2 

$  64.8 

1986 

190 

432 

62  2 

1987 

184 

39  5 

57.9 

1988 

16.9 

34.9 

51.8 

1989 

15.7 

33.2 

48.9 

After  1989 

139  4 

246  7 

386.1 

Total  minimum  lease 

payments 

$230  0 

$4417 

$671.7 

Less  amount  representing 

interest 

100  5 

Present  value  of  net  minimum 

capital  lease  payments 

$129  5 

Capitalized  leases  are  included  in  the  balance  sheet 
as  property  and  equipment  while  the  related  obligation 
is  included  as  short-term  ($10.0  million)  and  long-term 
($119.5  million)  debt.  The  charge  to  income  for  the 
amortization  of  capitalized  leases  in  the  amount  of  $11.5 
million,  $10.9  million  and  $9.5  million  for  fiscal  1984, 
1983  and  1982,  respectively,  is  included  in  depreciation 
and  amortization  expense.  Total  minimum  lease 
payments  shown  above  have  not  been  reduced  by 
minimum  sublease  rentals  of  approximately  $11.3 
million  on  capital  leases  and  $8.9  million  on  operating 
leases. 

Rental  expense  consists  of: 


Rea!  estate  (excluding 
executory  costs) 

Capital  leases  — 
Contingent  rentals 
Operating  leases  — 
Minimum  rentals 
Contingent  rentals 
Less  income  from  sublease 
Capital  leases 
Operating  leases 


$3.1  $2.6  $20 

39  8  35  5  28  a 

6.5  =>9  4  ~ 

2  4  2  3  2.1 

4.3  5  0  5  1 


_ $42  7  $36  8  $27.9 

Personal  propertv  — 

Operating  leases _ $28.9  $32  3  $33  1 
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Gross  square  feet  of  store  space  (unaudited)  at  year- 
end  is: 


February 

2.  ms 

January  l. 

!8,  1984 

(square  Jeet  in  thousands) 

Umts 

Gross 

Cruts 

Abraham  and  Straus 

15 

5,538 

15 

5,538 

Bloomingdale's 

15 

4,006 

14 

3,784 

Boston  Store 

8 

1,596 

8 

1,596 

Bullock's/Bullocks  Wilshire 

28 

4,842 

28 

4,845 

Burdmes 

28 

4,826 

25 

4,536 

Filene's 

15 

1,978 

14 

1,901 

Folevs 

17 

4,380 

15 

4,077 

Goldsmiths 

6 

1338 

6 

1338 

Lazarus 

17 

3,803 

17 

3,812 

I.  Magnin 

26 

1,813 

25 

1,730 

Richs 

18 

4382 

17 

4,101 

Sanger  Harris/Lews 

18 

3,285 

16 

3,039 

Shillito  Rikes 

14 

3,805 

14 

3,824 

Total  Department 

Stores 

_ 

45,592 

2l-t 

44,121 

Gold  Circle 

50 

5.682 

51 

5,77} 

Richway 

31 

3,130 

31 

3,130 

Total  Mass 

Merchandising 

81 

8,812 

82 

8,900 

Supermarkets  —  Ralphs 

126 

4,537 

127 

4,524 

The  Childrens  Place 

139 

737 

114 

583 

Filenes  Basement 

15 

634 

14 

605 

MainStreet 

3 

207 

— 

— 

Total  Other 

157 

1,578 

128 

1,188 

Total 

589 

60,519 

551 

58,733 

New  units  scheduled  to  open  in  1985  (unaudited)  and 
their  gross  square  footage  are  shown  below: 


D:rts:orl 

Lemmon 

in  Thousands 

Burdmes 

Bovnton  Beach,  FL 

221 

Filenes 

1  Magnin 

Albany,  NX' 

126 

( replacement  store) 

Palm  Springs,  CA 

41 

Ralphs 

The  Children's  Place, 

Bakersfield,  CA 

~2 

twenty  stores 

Various  states 

128 

Paramus,  Ni 

Filene's  Basement 
MainStreet, 

Warwick.  R1 

six  stores 

Chicago,  IL 

1.092 

6.  Financing 

Short-term  credit  lines  aggregating  $721.5  million 
were  available  from  39  banks  throughout  the  year. 
Available  short-term  credit  lines  were  increased  to 
$753-5  million  for  December,  1984,  to  accommodate 
peak  seasonal  short-term  borrowing  requirements. 

During  1984  and  1983  average  short-term  borrowings 
(commercial  paper  and  master  trust  notes)  were  $366.6 
million  and  $335-9  million  and  the  maximum 
outstanding  at  any  time  during  the  year  was  $689.7 
million  and  $462.1  million,  respectively  The  weighted 
daily  average  interest  rates  were  approximately  10.0% 
and  8.896. 


Long-term  debt  outstanding  at  year-end  includes: 


(mlhons, 

February  2, 

Jaruuxry^S, 

Notes  due  to  2002,  7  95% 

$  85.0 

$  900 

Sinking  fund  debentures  due  to 

2010,  \0'A% 

200  0 

200  0 

Sinking  fund  debentures  due  to 

2013,  10%% 

100  0 

100.0 

Sinking  fund  debentures  due  to 

2002.  7'/»% 

42  0 

42.5 

Sinking  fund  debentures  due  to 

1995,  8-%% 

24  9 

27.5 

Sinking  fund  debentures  due  to 

1997,  7.35% 

8  9 

10  7 

Notes  due  to  1991,  10% 

60 

7.0 

Convertible  debentures  due  to 

1985,  4C% 

— 

1.1 

Other,  average  8% 

24.4 

26.0 

Short-term  debt-refinanced’ 

1000 

— 

591.2 

504.8 

Obligations  under 

capitalized  leases 

1195 

1267 

$710  7 

$631.5 

’On  February  5,  1985,  the  company  issued  $1\ 

X)  million,  11%  Euronotes  due  1990 

A  summarv  of  future  maturities  of  long-term  debt 

other  than  capitalized  leases  is  shown  below: 

(millions) 

Amount 

Fiscal  vear: 

1985 

$  116 

1986 

12.6 

1987 

12  8 

1988 

183 

1989 

115.6 

.After  1989 

431.9 
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7.  Accounts  Payable  and 
Accrued  Liabilities 

Accounts  payable  and  accrued  liabilities  include: 

February'  2,  January  28, 

(millions) _ 1985 _ 1984 

Merchandise  and  expense 

accounts  payable  $  705.1  $  708.2 

Accrued  wages,  vacations 

and  sick  leave  75.3  76.1 

Taxes  other  than  income  taxes  4S.5  45  8 

Other  206.0  1970 

_ $1,034.9  $1.027.1 


8.  Taxes 

Current  liability  for  income  taxes  includes  a  deferred 
amount  at  year-end  of  $237.7  million  in  1984  and  $222.5 
million  in  1983  from  deferral  of  gross  margin  on 
installment  sales. 

Deferred  income  tax  liability  is  principally  the  net 
result  of  deferred  tax  credits  from  accelerated 
depreciation  and  deferred  tax  charges  related  to 
deferred  compensation. 

The  income  tax  provision  consists  of: 


(millions) 

1984 

2983 

1982 

Federal 

$200.5 

$222. S 

$157.8 

State  and  local 

43.6 

$244.1 

40.2 

$262.7 

31.1 

$1SS9 

Effective  income  tax  rate 

including  unusual  items 
Effective  income  tax  rate 

42.6% 

43.7% 

44  8% 

excluding  unusual  items 

46.0% 

47.0% 

44.8% 

The  effective  income  tax  rate  differs  from  the  federal 
income  tax  statutory  rate  primarily  because  of  investment 
tax  credits,  state  and  local  income  taxes  and,  where 
applicable,  the  recording  of  the  equity  in  the  gain  on  the 
sale  of  shopping  centers  on  an  after-tax  basis.  Investment 
tax  credits,  accounted  for  under  the  flow'  through  method, 
totaled  $15.9,  $14.7  and  $21.5  million  for  the  three  years 
shown  above. 


Deferred  income  tax  charges  and  credits  are 
included  in  the  provision  for  income  taxes  as  follows: 


(millions) 

1984 

1983 

1982 

Deferred  charges  (credits)  arising 
from: 

Capitalized  interest  and  taxes, 
expensed  for  tax  purposes,  and 
accelerated  depreciation 

$37.9 

$27.6 

$24.6 

Gross  margin  on  deferred  payment 
sales  which  are  on  the  install¬ 
ment  method  for  tax  purposes, 
and  other  current  items 

13  9 

19  0 

14  3 

Provisions  for  deferred  compensa¬ 
tion,  deductible  for  tax  purposes 
only  at  the  time  of  distribution, 
and  other  deferred  items 

00.4) 

(48) 

(62) 

Loss  provision  for  the  liquidation 
of  the  Bullocks  Northern  Cali¬ 
fornia  division 

29 

(7.1) 

$44.3 

$34.7 

$32  7 

Internal  Revenue  Service  examination  of  federal 
income  tax  returns  has  been  completed  for  years  ended 
through  January  31, 1981.  The  company  is  contesting 
certain  issues  for  the  year  ended  January  31, 1981. 
Management  believes  that  adequate  provision  has  been 
made  for  these  issues,  as  well  as  for  subsequent  years 
through  February  2, 1985. 


9.  Retirement  Income  and  Deferred 
Compensation  Plans 

In  1984,  the  company  adopted  the  Retirement 
Income  Plan,  which  is  a  defined  benefit  pension  plan, 
and  amended  the  Retirement  Income  and  Thrift 
Incentive  Plan  (RITT),  a  deferred  payment  profit  sharing 
plan.  Qualification  of  these  plans  is  currently  pending 
before  the  Internal  Revenue  Service;  such  qualification 
is  anticipated. 
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Retirement  expense  aggregated  $60.4  million,  $64.0 
million  and  $51.9  million  in  1984, 1983,  and  1982, 
respectively.  For  1984,  this  amount  consisted  of  accrued 
contributions  to  defined  benefit  plans  (with  net  assets 
and  benefits  shown  below),  as  well  as  contributions 
based  on  the  company's  income,  to  deferred  payment 
profit  sharing  plans  (with  net  assets  aggregating  $653 
million  held  in  independent  trusts).  In  addition, 
retirement  expense  included  contributions  to  certain 
multi-employer  plans  and  provisions  for  supplementary 
retirement  benefits. 

Generally,  employees  who  work  more  than  1,000 
hours  per  year  are  covered  under  the  profit  sharing 
plans  and  under  the  defined  benefit  plans. 

Actuarially  determined  pension  costs  for  the  defined 
benefit  plans  are  accrued  annually  The  following 
summarizes  the  actuarially  determined  benefit  and  asset 
information  for  the  defined  benefit  plans  as  of  January- 1, 
1984  and  January  1, 1983. 


Irmlhons) 

19X4 

19X3 

Actuarial  present  value  (using  assumed 
rates  of  return  of  appro.ximatelv  8% 
in  1984  and  9°6  in  1983)  of 
accumulated  benefits 

$201.6 

$ 27  0 

Less  present  value  of  net  accumulated 
benefits  available  under  the 

RITI  Plan 

151  1 

$  50  5 

$27  0 

Actuarial  present  value  of  net  accumulated 
benefits  after  offset. 

Vested 

$  33-t 

$24  6 

Nonvested 

1~1 

24 

$  50.5 

$2"0 

Net  assets  available  for  plan  benefits 

$  641 

$53  6 

The  calculation  of  benefits  under  the  Retirement 
Income  Plan  takes  into  account  certain  benefits 
previously  accumulated  under  the  RITI  Plan.  Assets  of 
the  RITI  Plan  are  maintained  in  a  separate  trust  fund  and 


are  not  commingled  with  assets  of  the  Retirement 
Income  Plan. 

The  company’s  polio’  is  to  fund  the  defined  benefit 
plans  at  or  above  the  minimum  required  by  law  in  each 
year.  In  March,  1985,  the  company  funded  the  Retirement 
Income  Plan  in  the  amount  of  $30.1  million,  which  was 
the  total  amount  of  cost  accrued  for  fiscal  1984  for  this 
plan. 

Deferred  compensation  and  supplementary 
retirement  liability  represents  principally  cash  and  stock 
distributable  after  retirement  or  termination  under  the 
companys  Executives  Deferred  Compensation  Plan,  in 
which  eligible  executives  may  elect  to  defer  a  portion  of 
their  compensation  each  year.  The  company  maintains 
shares  in  the  treasury  to  cover  the  number  it  estimates 
will  be  needed  for  distribution  of  stock  credits  currently 
outstanding. 


10.  Postretirement  Health  Care  and 
Life  Insurance  Benefits 

Certain  retired  employees  are  currently  provided 
with  specified  health  care  and  life  insurance  benefits. 
Eligibility  requirements  for  such  benefits  van-  by 
division,  but  generally  state  that  benefits  are  available  to 
employees  who  retire  after  a  certain  age  with  specified 
years  of  sen-ice.  Such  health  care  and  life  insurance 
benefits  are  provided  to  both  retired  and  active 
employees  through  a  medical  benefit  must,  a  group  life 
trust,  and  insurance  companies  with  insurance 
premiums  based  on  benefits  paid.  The  cost  of  providing 
these  benefits  to  10  thousand  eligible  retirees  is  not 
separable  from  the  cost  of  providing  benefits  for  the  87 
thousand  participating  active  employees.  The  cost  of 
such  benefits  after  employee  contributions  was  S51.5 
million  in  1984. 
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11.  Employee  Stock  Plans 

Stock  option  transactions  under  the  1971, 1973, 1976, 
1980  and  1984  plans,  which  provide  for  grants  of  either 
qualified  or  nonqualified  options  at  not  less  than  100?6 
of  market  are  as  follows: 


1 984 

1983 

(shares  in  thousands ) 

Sto* 

Grant 

Outstanding,  beginning 
ofvear 

1,185.7 

$23-65 

1357.6 

$23-58 

Granted  at  100% 
of  market 

336.1 

47-54 

239-0 

59-65 

Expired  or  cancelled 

(108.2) 

23-63 

(114.4) 

23-63 

Exercised 

(152.6) 

23-44 

(296.5) 

23-58 

Outstanding, 
end  of  year 

1.261.0 

$23-65 

1,185.7 

$23-65 

Exercisable, 
end  of  year 

583.2 

$23-65 

569.0 

$23-58 

Available  for 
additional  grants 

2,303  7 

The  1976, 1980  and  1984  plans  provide  for  the 
possible  grant  of  stock  appreciation  rights  in  connection 
with  options  under  the  1971, 1973,  1976,  19S0  and  1984 
plans.  Stock  appreciation  rights  for  265  thousand  shares 
were  outstanding  at  the  year-end. 

No  grants  were  made  in  1984  or  1983  under  the 
restricted  stock  purchase  plans  and  no  grants  were 
outstanding  at  either  year-end.  Of  the  450  thousand 
shares  approved  by  the  shareholders  under  the  1969  and 
1974  plans,  214  thousand  shares  were  available  for  future 
grants  at  the  1984  year-end. 

The  19S0  restricted  stock  grant  plan,  as  amended  in 
1981,  provides  that  grants  to  certain  key  executives  vest 
ratably  over  five  years,  commencing  in  the  first,  second, 
third  or  fourth  year  following  the  date  of  grant  at  the 
discretion  of  the  Stock  Option  and  Management 
Compensation  Review  Committee.  Initially,  one  million 
shares  of  company  stock  were  reserved  for  issuance 
under  the  plan.  At  February  2, 1985,  197  thousand  shares 
were  outstanding  and  there  were  790  thousand  shares 
available  for  future  grants. 


12.  Shareholders’  Equity 


(rmlhons) 

1984 

1983 

19S2 

Preferred  stock 

— 

— 

— 

Common  stock 

$  62.2 

$  62  2 

$  622 

Capital  in  excess  of  par 
value  of  common  stock: 
Balance,  beginning 
of  vear 

105.5 

1133 

1187 

Net  charge 

from  treasury  stock 

(31) 

(7.8) 

(5.4) 

Balance,  end  of  year 

102.4 

105.5 

1133 

Retained  earnings: 

Balance,  beginning 
of  year 

2,194  1 

1,962.8 

1,832.0 

Net  income 

3293 

338.3 

232  8 

Cash  dividends 

(1167) 

(107  0) 

(102  0) 

Balance,  end  of  year 

2,406  7 

2,194  1 

1,962  8 

Less  treasury  stock. 

Balance,  beginning 
of  year 

28  4 

MM 

32  2 

Additions 

129 

19  0 

23.6 

Deductions 

(141) 

(23.8) 

(22  6) 

Balance,  end  of  year 

27  2 

28  4 

33.2 

Total  shareholders'  equity 

$2,544  1 

$2,333.4 

$2,1051 

The  authorized  shares  of  the  Company  consist  of  5.0 
million  preferred  shares,  no  par  value  with  none  issued 
and  100.0  million  common  shares,  par  value  $1.25  per 
share  with  49.8  million  shares  issued  in  1984, 1983  and 
1982  (4.6,  2.9  and  3-4  million  shares  reserved).  Common 
shares  outstanding  at  year-end  totaled  -18.6  million  in 
198-1,  48.6  million  in  1983  and  -18.5  million  in  1982. 

Net  change  in  capital  in  excess  of  par  value  of 
common  stock  results  from  the  issuance  of  treasury 
shares  in  connection  with  employee  stock  plans  and 
debenture  conversions. 

Changes  in  the  number  of  shares  held  in  the  treasury 
during  the  three  years  ended  February  2, 1985  are  as 
follows. 


Balance,  beginning  of  year 

Purchased 

Deductions: 

Deferred  compensation  plan 
Stock  option  plans 
Restricted  stock  grant  plans 
Debentures  converted  to  common 
stock 

Balance,  end  of  year 


1,1-6  1.29(5  1,340 

258  331  514 

(83)  (97)  (104) 

(152)  (296)  (377) 

(-1)  <3~)  (57) 

(13)  (21)  (20) 

1,115  1 , 1  ~6  1,296 
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13.  Business  Segments* 

Total  assets  of  the  department  stores,  mass 
merchandising  stores,  supermarkets,  other  stores  and 
central  office  are  as  follows: 


February  2, 

( millions )  1985 

January  28,  January  29, 

1984  1983 

Department  stores  $3,905  1 

Mass  merchandising  41 1  5 

Supermarkets  333  2 

Other  202.6 

Central  office  419.0 

$3,593  0  $3,294.6 

394.2  408  4 

345.1  303  2 

145  5  121.1 

423  5  447  0 

$5,271  4 

$4,901.3  $4,574  3 

Central  office  assets  include  principally  investment  in 
and  advances  to  two  unconsolidated  wholly  ow'ned 
subsidiaries  and  assets  held  for  future  development  or 
disposition. 

Capital  expenditures  include: 

'millions. 

1984  1983 

Land 

Buildings,  fixtures  and  equipment: 
Department  stores 

Mass  merchandising 

Supermarkets 

Other 

Central  office 

$  9.0  $  5.4 

206.8  199.7 

15.7  12.4 

24.6  66.5 

33  6  11.2 

6.5  57 

$296.2  $300.9 

Depreciation  and  amortization  of  the  department 
stores  amounted  to  $155-3,  $147.7  and  $134.6  million  for 
1984, 1983  and  1982,  respectively  Mass  merchandising 
stores  incurred  depreciation  and  amortization  of  $23.1, 
$21.7  and  $17.1  million,  supermarkets  incurred  $29.4, 
$26.0  and  $19.9  million  and  other  stores  incurred  $7.1, 
$5-3  and  $3.9  million  for  the  past  three  years. 


Year-end  inventories  of  the  department  stores,  mass 
merchandising  stores,  supermarkets  and  other  stores  are 
shown  below: 


Deparrment  Mass 

Stores  Merchandising  Supermarkets  Other 


1984  $1,004.3  76.4% 
1983  857.4  76  0 

1982  714  4  75.7 

1981  680  7  82  3 

1980  588  3  81  2 


$167.4  12.7%  $65.6 

1466  13.0  67.6 

142  0  15.0  56  6 

88  4  10.7  45.9 

92  6  12.8  34.0 


5.0%  $77  2  59% 

60  569  50 

6  0  30.9  3  3 

55  123  1.5 

47  9.2  1  3 


Operating  profit  of  the  department  stores,  mass 
merchandising  stores,  supermarkets  and  other  stores  is 
detailed  below: 


Department  Mass 

Stores  Merchandising  Supermarkets  Other 


1984  $619.S  9.4% 

1983  63-77  10  7 

1982  494.0  9.1 

1981  544  6  10.6 

1980  4689  10  3 


$32  3  3.0%  $43.9 

39.5  4  0  50  0 

23.8  2.9  37.5 

17.2  2.4  34  3 

13.3  2.0  23.5 


2  6%  $t2  3H7)% 

34  53  2.1 

2.9  10  0  5  3 

30  78  8.8 

2.4  5  2  70 


Operating  profit  represents  the  pre-tax  profit  from 
operations  of  the  divisions.  Unallocated  central  office 
costs,  interest  expense  and  other  non-operating  items 
aggregated  $162.9,  $144.6,  $143.6,  $130.9,  and  $107.6 
million  for  the  years  shown  above.  Tne  other  segment 
in  1984  includes  the  new  MainStreet  division  with 
expenses  for  the  full  year  and  sales  revenue  since  the 
division  opened  its  first  stores  on  October  31, 1984. 

Sales  of  the  department  stores,  mass  merchandising 
stores,  supermarkets  and  other  stores  are  as  follows: 


Department 

Merdland’stng 

Supermarkets 

Other 

To^t 

Am  nt  Tut 

Amount  That 

Amount 

TouL 

1984  $6,566.6 

67.9% 

$1,059.9  11.0%  $1,711.3  17  7% 

$334.5 

3.4% 

1983  5,970  3 

68.7 

991.1  11.4 

1,4737  17  0 

254.5 

2.9 

1982  5,412.2 

70.3 

822.9  10.7 

1,275.7  16.6 

1881 

2.4 

1981  5,140.7 

72.7 

706.4  10.0 

1,132.1  16.0 

885 

1.3 

1980  4,570.6 

72  5 

674  7  10  7 

980.8  15.6 

74.6 

1.2 

'Segment  information  reflects  an  “Other"  segment  consisting  of 
Filene's  Basement  and  Tlx  Childrens  Place,  which  previously  had 
been  included  in  tlx  department  and  specialty ■  store  segment,  and 
tlx  new  MainStreet  division. 
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Sales  increases  by  business  segment  in  1984,  1983 
and  1982  for  all  stores  and  for  comparable  stores  follow. 
Sales  for  “all  stores  excluding  closed  operations" 
exclude  sales  of  the  Bullocks  Northern  California 
division  which  began  liquidation  on  October  29,  1983 
and  mass  merchandising  operations  in  California  and 
Florida  closed  on  July  4,  1981  and  December  26,  1981, 
respectively  Comparable  store  sales  include  only  stores 
open  for  the  full  fiscal  years  being  compared. 


Merchan * 

Other 

Total 

%  Increase  from  Prior  }ear 

1984: 

All  stores 

10.0% 

6.9% 

16.1% 

314% 

113% 

All  stores  excluding 
closed  operations 

11.3 

69 

16.1 

31.4 

12.2 

Comparable  stores 

8.0 

5.6 

8.1 

12.3 

79 

1983. 

-All  stores 

10  3 

20  4 

15.5 

35  3 

12.9 

.All  stores  excluding 
closed  operations 

10  9 

20 -r 

15  5 

35  3 

13.3 

Comparable  stores 

8.1 

65 

.2 

107 

67 

1982: 

.All  stores 

5.3 

16.5 

12.7 

112.6 

89 

.All  stores  excluding 
closed  operations 

5.3 

28  5 

127 

112.6 

10.0 

Comparable  stores 

S  2 

2.1 

V8 

1.7 

14.  Unconsolidated  Subsidiaries 

Federated  Acceptance  Corporation,  an 
unconsolidated  wholly-owned  finance  subsidiary, 
purchases  accounts  receivable  of  the  company, 
withholding  five  percent  of  the  receivable  balances 
pending  collection.  Federated  Acceptance  Corporation 
had  pre-tax  income  of  $97  thousand  in  1984,  $84 
thousand  in  1983  and  $76  thousand  in  1982,  w'hich 
amounts  have  been  applied  as  a  reduction  of 
consolidated  interest  expense. 

The  condensed  balance  sheet  of  Federated  Acceptance 
Corporation  is: 


(mtlltonsi 

February  2, 
1985 

Januan’  28, 
1984 

Assets 

Customer  receivables 
purchased  from 

Federated  Department 

Stores,  Inc  ,  less  5% 
withheld  pending  collection 

$188  9 

$1712 

Liabilities  and  Equity. 

Due  to  Federated 

Department  Stores,  Inc 

$166.8 

$149.1 

Equity  of  Federated 

Department  Stores,  Inc. 

22.1 

22  1 

$188  9 

$171.2 

In  1984,  Federated  Stores  Realty,  Inc.,  an 
unconsolidated  wholly-owned  real  estate  subsidiary, 
sold  its  interest  in  the  Willow  Grove  Associates 
partnership,  which  owned  the  Willow  Grove  Mall, 
Philadelphia,  Pennsylvania.  On  February  2, 1985, 
Federated  Stores  Realty,  Inc.,  sold  Town  Center  Mall  at 
Boca  Raton,  Florida.  This  transaction  has  been  included 
in  the  1984  results  of  operations  for  Federated 
Department  Stores,  Inc.,  and  for  Federated  Stores  Realty;  Inc. 

In  1983,  Realty  sold  four  shopping  center  properties 
in  New  Jersey  and  Texas. 

Federated's  equity  in  the  gain  on  the  sale  of  the 
partnership  interest  and  on  the  sale  of  shopping  centers 
is  reported  net,  after  reduction  for  federal,  state  and 
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local  income  taxes,  provision  for  profit  sharing  expense 
and  other  expenses.  The  subsidiary  recorded  revenues 
of  $7.9  million,  $19-9  million  and  $25.2  million  during 
the  past  three  years  and  net  income  of  $2.0  million 
(excluding  the  gain  on  the  sale  of  partnership  interest 
and  shopping  center)  and  $2.7  million  (excluding  the 
gain  on  the  sale  of  shopping  centers)  in  1984  and  1983 
and  a  net  loss  of  $2.1  million  in  1982.  Realty  paid 
dividends  to  Federated  of  $14  million  in  1984  and  $34 
million  in  1983.  On  February  2,  1985,  Realty  paid  an 
additional  dividend  of  $30  million  to  Federated. 

The  following  is  a  condensed  balance  sheet  of 
Federated  Stores  Realty,  Inc.: 


(millions) 

January  31. 
1985 

January  31, 

Assets: 

Investment  in  shopping  centers  in 
operation 

$  .2 

$160 

Amount  due  from  sale  of 
shopping  center 

62.0 

_ 

Other  assets 

6.3 

7.0 

$68.5 

$23  0 

Liabilities  and  Equity 

Current  income  tax  liability 

$15.0 

$  .3 

Other  liabilities 

17.2 

151 

Advances  from  Federated 
Department  Stores,  Inc. 

1.8 

Equity  of  Federated 

Department  Stores,  Inc. 

36.3 

5.8 

$68.5 

$23-0 

15.  Subsequent  Event 

In  March,  1985,  the  company  sold  the  Milwaukee- 
based  Boston  Store  division  for  approximately  $80 
million,  plus  the  assumption  by  the  buyer  of  certain 
liabilities.  The  gain  from  this  sale  will  be  reflected  in  the 
results  of  the  first  quarter  of  1985- 


16.  Supplementary  Information  on 

Inflation  and  Changing  Prices  (unaudited) 

The  Financial  Accounting  Standards  Boards 
Statement  33  requires,  in  the  form  of  supplementary 
data,  a  statement  of  income  adjusted  for  inflation.  The 
method  prescribed  equires  adjustment  for  cost  of 
inventories  and  of  fixed  assets. 

The  “current  cost”  data  were  determined  by  use  of 
various  indices.  Property  and  equipment  and  the  related 
depreciation  expense  were  determined  by  use  of 
published  indices,  indices  developed  by  our  company 
and  market  value  quotations.  The  values  so  determined 
are  not  necessarily  representative  of  amounts  for  which 
these  assets  could  be  sold  or  of  the  cost  of  future 
replacement.  Year-end  inventories  and  cost  of  sales  were 
calculated  by  use  of  the  retail  inventory  method  stated 
on  the  first-in,  first-out  basis  (FIFO)  and  on  the  last-in, 
first-out  basis  (LIFO),  respectively  In  connection  with 
the  application  of  the  LIFO  basis,  the  U.S.  Bureau  of 
Labor  Statistics  “Department  Store  Inventory  Price 
Index”  (BLS  index)  was  used,  as  it  relates  specifically  to 
department  store  commodities.  Our  company  has  given 
recognition  to  the  effect  of  inflation  in  cost  of  sales  by- 
use  of  the  LIFO  method  since  1941. 

Statement  33  requires  a  statement  of  the  change  in 
the  value  of  monetary  assets  and  liabilities  due  to 
inflation;  this,  however,  does  not  enter  into  the 
determination  of  income  under  the  guidelines 
prescribed.  The  gain  from  decline  in  purchasing  power 
of  net  amounts  owed  is  primarily  attributable  to  debt 
used  to  finance  fixed  assets  and  inventories.  Since  the 
effect  of  inflation  on  fixed  assets  and  inventory  is 
included  in  net  income,  we  believe  that  the  effect  of 
inflation  on  the  related  liabilities  should  also  be 
included  in  the  computation  of  net  income.  We  have, 
therefore,  recognized  such  gain  in  the  earnings  per 
share  in  the  Current  Cost  disclosure  in  the 
accompanying  schedule. 

At  February  2, 1985,  the  “current  cost”  of  inventory 
was  $1,574.5  million  and  the  “current  cost”  of  property 
and  equipment  was  $3,269.4  million. 
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Schedule  of  Income  Adjusted  for  Changing  Prices 

For  the  53  weeks  ended  February  2,  1985 


Average  1984  Dollars 


(in  thousands,  except  per  share  data) 

As  Reported  in 
the  Financial  Statements 
(Historical  Cost) 

Adjusted  for  Changes 
in  Specific  Prices 
(Current  Cost) 

Net  Sales,  including  leased  department  sales 

$9,672,336 

$9,672,336 

Cost  of  sales,  including  occupancy  and  buying 
costs  (excluding  depreciation) 

6,907.688 

6,907,688 

Selling,  publicity,  delivery,  administrative  and  other 
expenses  (excluding  depreciation) 

2,012,735 

2,012,735 

Depreciation  and  amortization  expenses 

221,092 

338,398 

9,141,515 

9,258,821 

Income  Before  Income  Taxes  and  Unusual  Items 

530,821 

413,515 

Unusual  items  —  equity  in  gain  on  sale  of  shopping  centers, 
net  of  taxes 

42,609 

42,609 

Income  Before  Income  Taxes 

573,430 

456,124 

Provision  for  income  taxes 

244,100 

244,100 

Effective  income  tax  rate 

42.6?o 

53.5% 

Net  Income 

$  329,530 

$  212,024 

Earnings  per  Share  of  Common  Stock 

$  6.77 

$  4.36 

Gain  from  decline  in  purchasing  power  of  net  amounts  owed 

$  33,213 

Earnings  per  Share  of  Common  Stock,  including  gain 

from  decline  in  purchasing  power  of  net  amounts  owed 

S  6.77 

$  5.04 

Excess  of  increase  in  specific  prices  over  increase 

in  general  price  level  of  inventories  and  fixed  assets 

%  31,033* 

Net  assets  at  year-end 

$2, 544, 0a2 

$3,908,718 

mTbe  current  cost  of  inventories  and  fixed  assets  increased  by  $ 195  2  million,  these  asses  increased  by  Si 

64  2  million  due  to  general  price  lev 

el  changes 

Five-Year  Comparison  of  Selected  Financial  Data  - 

(aterage  1984  dollars  in  thousands,  except  per  share  data)  1984 

—  Adjusted  for  Effects  of  Changing  Prices 

1983  1982  1981 

1980 

Net  Sales,  including  leased  department  sales: 

CPI-U  index 

$9,672,336 

$9,055,885 

$8,286,660 

$8,061,658 

$7,878,890 

BLS  index 

9,672,336 

8,831528 

8,037,542 

7,643,566 

7,179,840 

Historical  cost  information  adjusted  for  changes 

in  specific  prices  (current  cost): 

Net  income 

212,024* 

249,054* 

151,202 

193,077 

252,418* 

Earnings  per  share  of  common  stock 

4.36* 

5.12* 

3.11 

3.98 

5.22* 

Net  assets  at  year-end 

3,908,718 

3,781,408 

3,632,519 

3,566,147 

3,456,207 

Excess  of  increase  in  specific  prices  over 

increase  in  general  price  level  of  inventories  and 

fixed  assets 

31,033 

(38,276) 

99,864 

6,561 

(115,840) 

Gain  from  decline  in  purchasing  power  of  net 

amounts  owed 

33,213 

39,604 

31,057 

54,246 

71,949 

Cash  dividends  declared  per  share  of  common  stock 

2.40 

2.29 

2.26 

2.17 

2.25 

Market  price  per  share  of  common  stock  at  year-end 

53.21 

51.54 

49.69 

42.18 

37.82 

Average  CPI-U  index 

Percent  increase  in  average  CPI-U  index 

Percent  increase  in  average  BLS  index 

311.5 

1.6 

298.9 

3.3 

289.4 

6.0 

3-6 

273.1 

9.6 

5.4 

249.1 

13.3 

6.6 

• Includes  unusual  turns  of  S42  6  million,  or  S  88  per  shun,  m  1984.  S27  r  million 

.  or  S  57  per  share. 

in  1985  and  S72 

6  million,  or  Si  50  per  dxov.  m  1980 
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Federated  Department  Stores,  Inc. 

Management’s  Report 

To  the  Shareholders  of 
Federated  Department  Stores,  Inc. 

The  financial  statements  of  Federated  Department 
Stores,  Inc.,  were  prepared  in  accordance  with  generally 
accepted  accounting  principles.  The  integrity  and 
consistency'  of  these  financial  statements  and  of  other 
data  presented  in  this  report  are  the  responsibility  of 
management  and  properly  include  some  amounts  that 
are  based  upon  estimates  and  judgments. 

The  company  maintains  a  system  of  internal 
accounting  controls,  which  is  supported  by  an  extensive 
program  of  internal  audits  with  appropriate 
management  follow-up  action  to  provide  reasonable 
assurance,  at  appropriate  cost,  that  the  company's  assets 
are  protected  and  transactions  are  properly  recorded. 
Additionally,  the  integrity  of  the  financial  accounting 
system  is  based  on  careful  selection  and  training  of 
qualified  personnel,  organizational  arrangements  which 
provide  for  appropriate  division  of  responsibilities  and 
communication  of  established  written  policies  and 
procedures. 

The  financial  statements  of  the  company  have  been 
examined  by  Touche  Ross  &  Co.,  independent  certified 
public  accountants.  Their  report  expresses  their  opinion 
as  to  the  fair  presentation  of  the  financial  statements  and 
is  based  upon  their  independent  examination  conducted 
in  accordance  with  generally  accepted  auditing 
standards. 

The  Audit  Committee,  composed  solely  of  outside 
directors,  meets  periodically  with  the  independent 
certified  public  accountants,  the  internal  auditors  and 
representatives  of  management  to  discuss  auditing  and 
financial  reporting  matters.  In  addition,  the  independent 
certified  public  accountants  and  the  company's  internal 
auditors  meet  periodically  with  the  Audit  Committee 
without  management  representatives  present  and  have 
free  access  to  the  Audit  Committee  at  any  time.  The 
Audit  Committee  is  responsible  for  recommending  to 
the  Board  of  Directors  the  engagement  of  the 
independent  certified  public  accountants,  which  is 
subject  to  shareholder  approval. 


Accountants’  Report 

Touche  Ross  &  Co. 

1633  Broadway 

New  York,  New  York  10019 

Board  of  Directors  and  Shareholders, 

Federated  Department  Stores,  Inc. 

We  have  examined  the  consolidated  balance  sheets 
of  Federated  Department  Stores,  Inc.,  and  subsidiaries 
as  of  February'  2, 1985  and  January  28,  1984,  and  the 
related  statements  of  income,  shareholders'  equity  and 
changes  in  financial  position  for  each  of  the  three  years 
in  the  period  ended  February  2,  1985.  Our  examinations 
were  made  in  accordance  with  generally  accepted 
auditing  standards,  and,  accordingly,  included  such  tests 
of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  consolidated  financial  statements 
referred  to  above  present  fairly  the  financial  position  of 
Federated  Department  Stores,  Inc.,  and  subsidiaries  at 
February  2,  1985  and  January  28,  1984,  and  the  results  of 
their  operations  and  the  changes  in  their  financial 
position  for  each  of  the  three  years  in  the  period  ended 
February  2,  1985,  in  conformity  with  generally  accepted 
accounting  principles  applied  on  a  consistent  basis. 

March  19,  1985 

Touche  Ross  &  Co. 

Certified  Public  Accountants 


Howard  Goldfeder 

Oxurman  and  Chief  Executive  Officer 

Will  M.  Storey 

Vice  Clxiirman  and  Onef  Financial  Officer 

Joseph  J.  Preminger 

Senior  Vice  President 
and  Onef  Accounting  Officer 
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Management’s  Discussion  and 
Analysis  of  Financial  Condition 
and  Results  of  Operations 

The  following  discusses  the  company's  financial 
condition  and  results  of  operations  during  tire  three 
years  ended  February  <  2, 1985,  which  are  presented  in 
the  accompanying  financial  statements.  Note  the  Five- 
Year  Operating  Data  shown  on  page  50  and  the 
Consolidated  Elei'en-Year  Table  of  Selected  Financial 
Data  slxjwn  on  page  52. 

Financial  Results 

Unusual  Items:  Earnings  for  1984  of  $329.3  million,  or 
$6.77  per  share,  included  equity  in  the  gain  on  the  sales 
of  a  shopping  center  and  a  partnership  interest  in  a 
shopping  center  by  Federated  Stores  Realty,  Inc.,  an 
unconsolidated  wholly-owned  subsidiary.  Such  gain  in 
the  amount  of  $42.6  million,  or  8S  cents  per  share,  was 
reported  net,  after  reduction  for  federal,  state  and  local 
income  taxes,  provision  for  profit  sharing  expense  and 
other  expenses. 

Earnings  for  1983  of  $338.3  million,  or  $6.96  per 
share,  included  three  unusual  items: 

First,  equity  in  the  gain  on  the  sale  of  four  shopping 
centers  by  Federated  Stores  Realty,  Inc.  The  $40.1  million 
gain  was  reported  net,  after  reduction  for  federal,  state 
and  local  income  taxes,  provision  for  profit  sharing 
expense,  commissions  and  other  expenses. 

Second,  a  loss  provision  of  S12.0  million,  before 
income  taxes,  for  the  liquidation  of  the  Bullocks 
Northern  California  division. 

Third,  a  capital  contribution  of  $15-0  million,  before 
income  taxes,  to  the  Federated  Department  Stores 
Foundation. 

The  net  effect  of  unusual  items  in  1983  was  an 
increase  in  after-tax  income  of  $26.6  million,  or  55  cents 
per  share. 


Operations:  Earnings  for  1984  were  $286.7  million,  or 
$5.89  per  share,  excluding  unusual  items.  This 
represents  a  decrease  of  8.096  compared  with  net 
earnings  in  1983  of  $311-7  million,  or  $6.41  per  share, 
excluding  unusual  items.  1984  performance  was 
influenced  by  several  factors.  We  implemented  major 
strategic  changes  in  the  department  store  segment  of 
our  business.  This  involved  increased  inventory  depth 
and  quality  and  enhanced  emphasis  on  moderate  and 
better  merchandise.  There  was  an  increasingly  price- 
competitive  retail  environment  that  coincided  with  a 
slowdown  in  consumer  purchasing  as  the  year 
progressed.  This  stimulated  increases  in  advertising  and 
promotion  expense,  but  failed  to  induce  sales  sufficient 
to  offset  margin  deterioration.  At  the  same  time,  overly 
aggressive  inventory  intensification  led  to  sharper 
inventory  build-ups  than  had  been  planned.  These 
caused  stocks  to  become  burdensome  and  markdowns 
to  move  merchandise  w*ere  required  at  levels  far  above 
those  that  would  allow  us  to  realize  historical  margins. 
Earnings  for  1983  of  $311.7  million,  excluding  unusual 
items,  had  increased  33-996  from  1982  earnings  of  $232.8 
million. 

Sales  for  the  53  weeks  ended  February  2, 1985, 
increased  11.396,  compared  with  a  12.996  increase  in  the 
52  w'eek  1983  fiscal  year.  1983  included  sales  of  the 
Bullocks  Northern  California  division  until  liquidation 
in  the  third  quarter  of  that  year.  If  sales  of  Bullocks 
Northern  California  were  excluded  from  1983  and  1982, 
the  year  to  year  increases  would  be  12.296  for  1984  and 
13-396  for  1983-  Sales  increases  in  the  two  most  recent 
years  reflea  investment  in  new  and  expanded  stores  and 
the  effects  of  inflation.  Comparable  stores  sales  data  are 
showm  on  Page  42.  The  impaa  of  inflation  is  discussed 
in  further  detail  on  Page  43. 

Department  Stores’  sales  increased  10.096  in  1984  as 
compared  to  a  10.396  increase  in  the  year  before. 
Excluding  sales  of  the  Bullocks  Northern  California 
division  from  1983  and  1982,  the  Department  Stores' 
sales  increases  would  be  11.396  in  1984  and  10.996  in 
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1983.  Operating  profit  of  tiic  Department  Stores 
segment  was  $619.8  million  in  1984,  $637.7  million  in 

1983  and  $494.0  million  in  1982  In  1984,  the  company 
added  11  new  department  stores,  compared  to  a  net 
addition  of  2  stores  in  1983- 

The  Mass  Merchandising  Stores’  sales  increased  6.9% 
in  1984,  compared  to  a  20.4%  increase  in  1983.  Mass 
Merchandising  Stores’  operating  profit  was  $32.3  million 
in  1984,  $39.5  million  in  1983  and  $23-8  million  in  1982. 
In  1984,  one  Mass  Merchandising  Store  was  closed  and 
in  1983  two  Mass  Merchandising  Stores  were  added. 

Sales  of  Supermarkets  increased  16.196  in  1984  and 
15.5%  in  1983.  Supermarkets'  operating  profit  was  $43.9 
million  in  1984,  $50.0  million  in  1983  and  $37.5  million 
in  1982.  In  1984,  5  new  supermarkets  were  opened  and 
6  supermarkets  were  closed,  compared  to  a  net  addition 
of  9  supermarkets  in  1983- 

Sales  of  Other  Stores  increased  31.496  in  1984  and 
35.396  in  1983.  Other  Stores  reflea  an  operating  loss  in 

1984  of  $2.3  million  and  operating  profits  of  $5.3  million 
in  1983  and  $10.0  million  in  1982.  The  Other  Stores 
segment  includes  the  new  MainStreet  division  with 
expenses  for  the  full  year  in  1984  and  sales  revenue 
since  the  division  opened  its  first  stores  on  Oaober  31, 

1984.  A  total  of  29  new  Other  Stores  were  added  in  1984, 
compared  to  30  stores  added  in  1983. 

Consolidated  cost  of  sales,  including  occupancy  and 
buying  costs,  as  a  percent  of  sales  for  1984, 1983  and 

1982  was  73.496,  72.196  and  73-096  respectively  Selling, 
publicity,  delivery  and  administrative  expenses  as  a 
percent  of  sales  were  19.696, 19.596  and  19.896  for  1984, 

1983  and  1982,  respectively 

Depreciation  and  amortization  expense  was  $221.1 
million  in  1984,  compared  to  $206.2  million  in  1983  and 


$181.5  million  in  1982.  Advertising  expense  amounted  to 
$287.5  million  in  1984,  $239.5  million  in  1983  and  $199  5 
million  in  1982. 

Provision  for  doubtful  accounts  was  $33-9  million  in 
1984,  $34.8  million  in  1983  and  $35-3  million  in  1982. 
Credit  sales  made  through  the  divisions’  credit  plans 
increased  8.996  in  1984,  compared  to  a  10.696  increase  in 

1983, 

Interest  expense  w-as  $116.3  million  in  1984, 
compared  to  $100.3  million  in  1983  and  $96.8  million  in 
1982. 

Provision  for  income  taxes  decreased  $18.6  million  in 

1984,  compared  to  a  $73-8  million  increase  in  1983.  See 
Page  38  for  an  explanation  of  effeaive  income  tax  rates. 

Liquidity  and  Capital  Resources 

At  year-end,  notes  payable  and  long-term  debt  due 
within  one  year  were  $315.4  million.  On  February  5, 

1985,  the  company  refinanced  $100  million  of  short-term 
indebtedness  by  issuing  $100  million,  1196  Euronotes 
due  in  1990.  Total  debt  at  year-end  was  $1,026.1  million, 
compared  with  $95-r.O  million  at  year-end  1983. 

It  is  the  company’s  policy  to  finance  fixed  capital  and 
base  level  working  capital  with  long-term  debt  and  to 
reserve  short-term  debt  for  seasonal  working  capital 
needs.  During  1984,  the  company  redeemed  $150 
million  141496  three-year  extendable  notes.  During  1983, 
the  company  issued  $100  million  sinking  fund 
debentures  due  in  2013  at  10Vn%  as  part  of  a  shelf 
registration  statement  filed  with  the  Securities  and 
Exchange  Commission  in  1982  for  up  to  $300  million  of 
debt  securities.  In  the  operation  of  our  present  business, 
the  company  does  not  foresee  the  need  for  additional 
equity  financing. 
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Equal  Employment  Opportunity  black  employment  increased  from  14.2%  to  15.6%  and 

In  1984  the  company’s  divisions  continued  Hispanic  employment  increased  from  5-6%  to  6.6%. 

implementation  of  their  voluntary  affirmative  action  The  chart  below  shows  the  trend  of  the  company’s 

programs.  During  the  five-year  period  1980-1 984  total  performance  during  the  five-year  period  1980-1984. 
minority  employment  increased  from  21.796  to  24.3%; 


Total 

Percentage 

Female 

Percentage 

Minority 

Percentage 

Black 

Percentage 

Hispanic 

Category 

1984  1980 

1984  1980 

1984  1980 

1984  1980 

1984  1980 

Officials,  managers  and 


professionals 

19,519 

17,885 

60.5 

54.4 

11.6 

9.9 

6.7 

5.5 

2.9  2.7 

Sales  workers 

64,916 

58,965 

81.7 

81.9 

20.0 

16.7 

12.8 

10.9 

5.2  4.1 

Office  and  clerical 
workers 

17,7$$ 

17,837 

87.2 

88.2 

33.2 

29.1 

22.8 

19.5 

7.8  7.0 

Shareholder  Information 

Corporate  Office 

7  West  Seventh  Street 
Cincinnati,  Ohio  45202 
Telephone  (513)  579-7000 

Annual  Meeting 

The  Annual  Meeting  of  Shareholders  is  scheduled  for 
11-.G0  a.m.  Thursday,  May  30, 1985,  at  the  corporate  office. 
Dividend  Investment  Service 
Federated  shareholders  may  elect  to  increase  their 
investment  in  the  corporation  by  requesting  that  their 
dividends  be  invested  automatically  in  additional  shares. 
They  may  also  elect  to  purchase  shares  by  making 
monthly  cash  deposits.  There  is  no  commission  or 
charge  for  this  service.  Participation  is  voluntary  and 
may  be  terminated  at  any  time.  For  information  write  to 
Manufacturers  Hanover  Trust  Company,  Dividend 
Reinvestment  Department,  RO.  Box  24935,  Church 
Street  Station,  New  York,  New  York  10249. 

SEC  Fcrm  10-K  Report 

A  copy  of  the  company's  annual  report  to  the  Securities 
and  Exchange  Commission  on  Form  10-K  is  available, 
without  charge,  upon  request  to: 

Director  of  Investor  Relations 
Federated  Department  Stores,  Inc. 

7  West  Seventh  Street,  Cincinnati,  Ohio  45202 

Transfer  Agents  and  Registrars 

Manufacturers  Hanover  Trust  Company- 

Stock  Transfer  Department 

RO.  Box  24935 

Church  Street  Station 

New  York,  New  York  10249 


Shareholder  Assistance 

For  assistance  regarding  individual  stock  records  and 
transactions,  contact: 

Manufacturers  Hanover  Trust  Company- 

Stock  Transfer  Department 

RO.  Box  24935 

Church  Street  Station 

New  York,  New  York  10249 

Telephone  (212)  613-7147 

Common  Stock 

The  common  stock  of  Federated  Department  Stores, 
Inc.,  is  listed  on  the  New  York  Stock  Exchange  (Trading 
symbol  FDS)  which  is  also  the  principal  market  on 
which  the  shares  are  traded.  The  approximate  number 
of  Federated  common  shareholders  of  record,  as  of 
March  31, 1985,  w-as  22,500. 

The  quarterly  price  range  of  Federated  stock  and 
dividends  per  share  are  shown  in  the  following 
schedule: 


1934  198:, 

Stock  Prices  Stock  Prices 

Quarter  High  Low  Per  Share  High  Low  Per  Share 

First  $5-t  $45%  $  -60  $64’/;  $46%  $  .55 

Second  49%  42%  60  69  58%  .55 

Third  55-%  a8%  .60  64  53  -55 

Fourth  56-%  49 _ A0 _ 59’%  49 _ .55 

Year _ $56-%  $42%  $2.40  $69  S46%  $2.20 


The  First  National  Bank  of  Chicago 
One  First  National  Plaza,  Suite  0123 
Chicago,  Illinois  60670 
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Federated  Department  Stores,  Inc. 

Quarterly  Financial  Data  (unaudited) 


( in  millions  of  dollars,  except  per  slxire  data) 

1984 

First 

Second 

Third 

Fourth 

Total  Year 

Net  Sales,  including  leased  department  sales 

$2,038.4 

$2,099.9 

$2,266.3 

S3, 267.7 

$9,672.3 

Cost  of  sales,  including  occupancy 

and  buying  costs 

1,504.3 

1,560.8 

1,667.2 

2,365.4 

7,097.7 

Selling,  publicity,  delivery  and 

administrative  expenses 

434.2 

439.1 

479.4 

540.9 

1,893.6 

Provision  for  doubtful  accounts 

8.5 

72 

8.0 

10.2 

33  9 

Interest  expense  —  net 

24.8 

27.2 

29.8 

34.5 

116.3 

Total  costs  and  expenses 

1,971.8 

2,034.3 

2,184.4 

2,951.0 

9,141.5 

Income  Before  Income  Taxes 

and  Unusual  Items 

66.6 

65.6 

81.9 

316.7 

530  8 

Unusual  Items 

- 

— 

14.7 

27.9 

42.6" 

Income  Before  Income  Taxes 

66.6 

65.6 

96.6 

344.6 

573.4 

Federal,  state  and  local  income  taxes 

30.8 

30.6 

39  6 

143.1 

244.1 

Net  Income 

$  35.8 

$  35.0 

$  57.0 

S  201.5 

$  329.3 

Earnings  per  Share  of  Common  Stock 

$  .74 

$  .72 

$  1.17 

$  4.14'-' 

$  6.77 

Fully  Diluted  Earnings  per  Share 

S  .72 

$  .71 

$  1.15 

$  4.04 

$  6.61 

Dividends  per  Share 

$  .60 

$  .60 

$  .60 

$  .60 

$  2.40 

(in  millions  of  dollars,  except  per  slxire  data) 

1983 

First 

Second 

Third 

Fourth 

Total  Year 

Net  Sales,  including  leased  department  sales 

Sl,84l.2 

SI, 899.6 

$2,071.6 

$2,8—  2 

$8,689.6 

Cost  of  sales,  including  occupancy 

and  buving  costs 

1,351.5 

1,402.3 

1,505.3 

2,009.8 

6,268.9 

Selling,  publicity,  delivery  and 

administrative  expenses 

376  9 

387.5 

424.7 

508.6 

1,697.7 

Provision  for  doubtful  accounts 

8.5 

8.5 

10.5 

73 

34.8 

Interest  expense  —  net 

23.6 

24.6 

26.4 

25.7 

100.3 

Total  costs  and  expenses 

1,760.5 

1,822.9 

1,966.9 

2,551.4 

8,101.7 

Income  Before  Income  Taxes 

and  Unusual  Items 

80.7 

76.7 

104.7 

325.S 

587.9 

Unusual  Items 

— 

— 

13-1 

— 

13.  r 

Income  Before  Income  Taxes 

80.7 

76.7 

117.8 

325.8 

601.0 

Federal,  state  and  local  income  taxes 

37.7 

36.1 

35.8 

1531 

262.7 

Net  Income 

$  43.0 

$  40.6 

$  82.0 

$  172.7 

$  338.3 

Earnings  per  Share  of  Common  Stock 

$  .89 

$  .83 

$  1.69 

$  3-55'" 

'  S  6.96 

Fully  Diluted  Earnings  per  Share 

$  .87 

S  .82 

$  1.65 

$  3.46 

$  6.79 

Dividends  per  Share 

S  .55 

$  .55 

$  .55 

$  .55 

$  2.20 

'"77*.  unusual  ucns  mv  discussed ,»  detail  on  paV  JS 

‘-’Earnings  include  credits  of  S 25 per  share  m  1984  and  $  04 persfxov 

m  1983  result. m, 

zfrom  tlx:  application 

i  of  the  UFO  method  of  a* 

ccountingfor  intent 

ones 

Earnings  per  share  computed  separately  for  each  period. 
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Federated  Department  Stores,  Inc. 

Five-Year  Operating  Data 

By  Business  Segment 


Notes: 

(1)  Includes  tlx  new  MainS tree:  division  with 
expenses  for  the  full  year  and  sales  revenue  since  tlx 
division  opened  itsftrst  stores  on  October 31, 1984. 

(2)  Unusual  items  consist  of  equity  in  gam  on 
sale  of  stropping  centers,  net  of  taxes. 

(3)  Unusual  items  consist  of  equity  in  gain  on 
sale  of  shopping  centers  ( $40. 1  million  net  of 
taxes),  a  loss  prrovision  for  tlx  liquidation  of  the 
Bullocks  Northern  California  division  ($12.0 
million  before  taxes)  and  a  capital  contribution 
to  the  Federated  Department  Stores  Foundation 
($15.0  million  before  taxes) 

(4)  Unusual  items  consist  of  equity  in  gain  on 
sale  of  shopping  centers  ( $78.9  million  net  of 
taxes),  less  write-off  of  unrecoverable  downtown 
store  investments  ( $26. 7  million  before  taxes)  and 
c.  capital  contribution  to  tlx  Federated 
Department  Stores  Foundation  ($15-0  million 
before  taxes). 


1984 

(in  millions) 

Amount 

of  Total 

Net  Sales 

Department  Stores 

$6,566.6 

67.9% 

Mass  Merchandising 

1,059.9 

11.0 

Supermarkets 

1,711.3 

17.7 

Other 

334.5(” 

3.4 

Total 

$9,672.3 

100.0% 

Operating  Profit 

Department  Stores 

$  619.8 

89-3% 

Mass  Merchandising 

32.3 

4.7 

Supermarkets 

43.9 

6.3 

Other 

(2.3)(1) 

(-3) 

Total 

693.7 

100.0% 

Central  Office  Costs  and  Other 

Non-Operating  Items 

46.6 

Interest  Expense 

119.9 

Interest  Capitalized 

(3.6) 

Unusual  Items 

42.6(2> 

Income  Before  Income  Taxes 

573A 

Income  Taxes 

244.1 

Net  Income 

$  329.3 

Depreciation  and  Amortization 

Department  Stores 

$  155.3 

70.2% 

Mass  Merchandising 

23.1 

10.5 

Supermarkets 

29.4 

13.3 

Other 

7.1 

3.2 

Central  Office 

6.2 

2.8 

Total 

$  221.1 

100.0% 

Capital  Expenditures 

Land 

$  9.0 

3.0% 

Building,  Fixtures  and  Equipment 

Department  Stores 

206.8 

69.8 

Mass  Merchandising 

15.7 

5-3 

Supermarkets 

24.6 

8.3 

Other 

33.6 

11.4 

Central  Office 

6.5 

2.2 

Total 

$  296.2 

100.0% 

Number  of  Stores 

Department  Stores 

225 

Mass  Merchandising 

81 

Supermarkets 

126 

Other 

157 

Total 

589 

Gross  Square  Feet  of  Store  Space 

(tloousands) 

Department  Stores 

45,592 

Mass  Merchandising 

8,812 

Supermarkets 

4,537 

Other 

1,578 

Total 

60,519 
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1983 _ 1982 _ 1981 _ 1980 


Percent 

Percent 

Percent 

Amount 

of  Total 

Amount 

of  Total 

Amount 

of  Total 

Amount 

of  Total 

$5,970.3 

68.7% 

$5,412.2 

70.3% 

$5,140.7 

72.7% 

$4,570.6 

72.5% 

991.1 

11.4 

822.9 

10.7 

706.4 

10.0 

674.7 

10.7 

1,473.7 

17.0 

1,275.7 

16.6 

1,132.1 

16.0 

980.8 

15.6 

254.5 

2.9 

188.1 

2.4 

88.5 

1.3 

74.6 

1.2 

$8,689.6 

100.0% 

$7,698.9 

100.0% 

$7,067.7 

100.0% 

$6,300.7 

100.0% 

$  637.7 

87.1% 

$  494.0 

87.4% 

$  544.6 

90.2% 

$  468.9 

91.8% 

39.5 

5.4 

23.8 

4.2 

17.2 

2.8 

13-3 

2.6 

50.0 

6.8 

37.5 

6.6 

34.3 

5.7 

23.5 

4.6 

5.3 

.7 

10.0 

1.8 

7.8 

1.3 

5.2 

1.0 

732.5 

100.0% 

565.3 

100.0% 

603.9 

100.0% 

510.9 

100.0% 

44.3 

46.8 

63.9 

50.7 

104.8 

106.8 

78.1 

69.3 

(4.5) 

(10.0) 

(11.1) 

(12.4) 

13-1C3) 

— 

— 

37.2<4' 

601.0 

421.7 

473.0 

440.5 

262.7 

188.9 

214.7 

163.7 

$  338.3 

$  232.8 

$  258.3 

$  276.8 

$  147.7 

71.6% 

$  134.6 

74.2% 

$  117.1 

74.7% 

$  107.5 

72.5% 

21.7 

10.5 

17.1 

9.4 

16.0 

10.2 

14.6 

9.9 

26.0 

12.6 

19.9 

11.0 

17.3 

11.0 

15.5 

10.5 

5.3 

2.6 

3.9 

2.1 

.8 

.5 

.8 

.5 

5.5 

2.7 

6.0 

3.3 

5.7 

3.6 

9.8 

6.6 

$  206.2 

100.0% 

$  181.5 

100.0% 

$  156.9 

100.0% 

$  148.2 

100.0% 

$  5.4 

1.8% 

$  38.1 

9.1% 

$  30.1 

7.8% 

$  27.3 

8.7% 

199.7 

66.4 

214.5 

51.0 

285.5 

73.5 

228.7 

73.0 

12.4 

4.1 

60.8 

14.4 

30.1 

7.8 

21.3 

6.8 

66.5 

22.1 

76.0 

18.0 

25.1 

6.5 

29.2 

9.3 

11.2 

3.7 

19.9 

4.7 

1.7 

.4 

.2 

.1 

5.7 

1.9 

11.7 

2.8 

15.7 

4.0 

6.6 

2.1 

$  300.9 

100.0% 

$  421.0 

100.0% 

$  388.2 

100.0% 

$  313.3 

100.0% 

214 

212 

204 

190 

82 

80 

59 

69 

127 

118 

101 

96 

128 

98 

5 

3 

551 

508 

369 

358 

44,121 

44,759 

43,317 

41,054 

8,900 

8,717 

6,804 

7,763 

4,524 

4,028 

3,409 

3,239 

1,188 

932 

339 

277 

58,733 

58,436 

53,869 

52,333 
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Federated  Department  Stores,  Inc. 

Consolidated  Eleven-Year 
Table  of  Selected  Financial  Data 


Notes: 

(1)  Based  on  average  number  of  shares  outstanding 
during  the  year. 

(2)  Based  on  aterage  of  shareholders'  equity  at 
beginning  and  end  of  year. 

(3)  long-term  debt  divided  by  shareholders’  equity. 

(4)  Based  on  high  and  low  market  prices  during  tlx 
year. 

(5)  Based  on  number  of  shares  outstanding  at  end  of 
year. 


(dollars  in  millions,  except  per  share  data) 

1984 

Operations 

Net  sales 

$9,672.3 

Net  income,  including  unusual  items 

329.3 

Net  income,  excluding  unusual  items 

286.7 

Net  income  per  share  of  common  stock,  including 
unusual  items'1' 

6.77 

Net  income  per  share  of  common  stock,  excluding 
unusual  items'11 

5.89 

Net  income  —  fully  diluted,  per  share  of  common 
stock,  including  unusual  items 

6.61 

Net  income  —  fully  diluted,  per  share  of  common 
stock,  excluding  unusual  items 

5.76 

Cash  from  operations 

565.1 

Cash  dividends  per  share  of  common  stock 

2.40 

Depreciation  and  amortization 

221.1 

Year-End  Financial  Position 

Assets 

$5,271.4 

Working  capital 

1,307.6  . 

Long-term  debt 

710.7 

Shareholders'  equity 

2,544.1 

Financial  Ratios 

Percent  of  sales 

Income  before  income  taxes,  including 
unusual  items 

5.9% 

Income  before  income  taxes,  excluding 
unusual  items 

5.5% 

Net  income,  including  unusual  items 

3.4% 

Net  income,  excluding  unusual  items 

3.0% 

Return  on  shareholders’  equity,  including 
unusual  items'21 

13.5% 

Return  on  shareholders'  equity,  excluding 
unusual  items121 

11.9% 

Current  ratio 

1.77:1 

Debt-to-equity  ratio131 

.28:1 

Price  earnings  ratio,  including  unusual  items' ■" 

High 

8.4 

Low 

6.3 

Price  earnings  ratio,  excluding  unusual  items''1' 

High 

9.6 

Low 

7.2 

Other  Information 

Capital  expenditures 

$  296.2  ‘ 

Market  price  per  share  of  common  stock  (high-low) 

$  57-43 

Shareholders'  equity  per  share  of  common  stock151 

S  52.30 

Number  of  stores  (all  segments)  at  year-end 

589 

Square  feet  of  gross  store  space  (millions) 

60.5 

Number  of  employees  (thousands) 

127.7 

Average  number  of  shares  outstanding  (millions) 

48.7 

Number  of  shareholders  (thousands) 

22.5 
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1983 

1982 

1981 

1980 

1979 

1978 

1977 

1976 

1975 

1974 

$8,689.6 

338.3 

311.7 

$7,698.9 

232.8 

232.8 

$7,067.7 

258.3 

258.3 

$6,300.7 

276.8 

218.7 

$5,806.4 

202.3 

202.3 

$5,404.6 

196.7 

196.7 

$4,923.4 

195.1 

195.1 

$4,446.6 

166.6 

166.6 

$4,061.9 

167.7 

167.7 

$3,575.9 

125.3 

125.3 

6.96 

4.79 

5.33 

5.72 

4.19 

4.08 

4.05 

3.47 

3.50 

2.62 

6.41 

4.79 

5.33 

4.52 

4.19 

4.08 

4.05 

3.47 

3.50 

2.62 

6.79 

4.67 

5.17 

5-54 

4.06 

3.96 

3.94 

3.37 

3.40 

2.55 

6.26 

541.0 

2.20 

206.2 

4.67 

457.1 

2  10 
181.5 

5.17 

456.1 

1.90 

156.9 

4.39 

382.5 

1.80 

148.2 

4.06 

360.2 

1.70 

129.5 

3.96 
332.8 
1.62 14 
116.4 

3.94 

317.0 

1.4914 

102.1 

3.37 

274.4 

1.3814 

89.5 

3.40 

263.4 

1.22 

78.1 

2.55 

209.7 

1.16 

68.6 

$4,901.3 

979.2 

631.5 

2,333.4 

$4,574.3 

760.7 

699.3 

2,105.1 

$4,096.9 

723.3 

553.2 

1,980.7 

$3,575.5 

782.6 

552.8 

1,815.9 

$3,295.3 

542.9 

361.3 

1,623.2 

$2,956.4 

581.5 

359.4 

1,501.6 

$2,632.0 

581.4 

371.8 

1,382.3 

$2,389.1 

485.6 

329.9 

1,258.1 

$2,122.5 

454.7 

271.7 
1,155.6 

$1,886.2 

456.7 

279.3 

1,043.1 

6.9% 

5-5% 

6.7% 

7.0% 

6.4% 

6.9% 

7.7% 

7.3% 

7.0% 

6.8% 

5.5% 

6.7% 

6.496 

6.4% 

6.9% 

7.7% 

7.3% 

8.2% 

7.0% 

3.9% 

3.0% 

3.7% 

4.496 

3.5% 

3.6% 

4.0% 

3-7% 

4.1% 

3-5% 

3.6% 

3.0% 

3.7% 

3.5% 

3.5% 

3.6% 

4.0% 

3.7% 

4.196 

3.5% 

15.2% 

11.4% 

13.6% 

16.1% 

12.9% 

13.6% 

14.8% 

13.8% 

15.3% 

12.4% 

14.1% 

11.4% 

13.6% 

12.9% 

12.9% 

13.6% 

14.8% 

13-8% 

15.3% 

12.4% 

1.58:1 

1-49:1 

1.53:1 

1.75.1 

1.47:1 

1.61:1 

1.77:1 

1.70:1 

1.75:1 

1.94:1 

.27:1 

.33:1 

.28:1 

.30:1 

.22:1 

.24:1 

.27:1 

.261 

.24:1 

.27:1 

9.9 

11.3 

8.1 

6.3 

7.9 

10.1 

11.0 

17.3 

16.2 

14.3 

6.7 

75 

5.6 

3.7 

6.1 

7.4 

8.1 

12.1 

9.4 

7.7 

10.8 

11.3 

8.1 

80 

7.9 

10.1 

11.0 

17.3 

16.2 

14.3 

7.3 

7.5 

5.6 

4.7 

6.1 

7.4 

8.1 

12.1 

9.4 

7.7 

$ 

300.9 

$ 

421.0 

$ 

388.2 

$ 

313.3 

$ 

321.7 

$ 

240.0 

$ 

223.7 

$ 

225.3 

$ 

186.8 

$ 

169.1 

$ 

69-47 

$ 

54-36 

$ 

43-30 

$ 

36-21 

$ 

33-25 

$ 

41-30 

$ 

44-33 

$ 

60-42 

$ 

57-33 

$ 

37-20 

$ 

48.03 

$ 

43.44 

$ 

40.91 

$ 

37.51 

$ 

33.61 

$ 

31.15 

$ 

28.73 

$ 

26.18 

$ 

24.10 

$ 

21.82 

551 

508 

369 

358 

346 

337 

323 

303 

283 

263 

58.7 

58.4 

53.9 

52.3 

50.0 

48.6 

46.4 

43.9 

41.2 

38.7 

123.7 

124.6 

120.8 

116.6 

112.5 

113.2 

110.0 

108.0 

98.5 

92.5 

48.6 

48.6 

48.5 

48.4 

48.3 

48.2 

48.1 

48.1 

48.0 

47.8 

23.0 

23.5 

25.0 

25.3 

25.S 

27.3 

28.6 

28.8 

29.6 

30.5 
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Board  of  Directors 

Note:  tbe  figures  in  parerttbeses  refer  to  the  board  committees. 

Charlotte  Beers  (3) 

member  of  the  board  of  directors  since  1980;  chief  executive 
officer  of  Tatham-Laird  &  Kudner. 

Philip  Caldwell  (5) 

member  of  the  board  of  directors  since  October  1984;  former 
chairman  and  chief  executive  officer  of  Ford  Motor  Company; 
also  on  the  boards  of  Chase  Manhattan  Bank,  NA;  Chase 
Manhattan  Corporation;  Digital  Equipment  Corporation;  Ford 
Motor  Company  and  Russell  Reynolds  Associates,  Inc. 

Robert  A.  Charpie  (2,3) 

member  of  the  board  of  directors  since  1984;  president  of  Cabot 
Corporation,  also  on  the  boards  of  Champion  International 
Corporation;  Northwest  Airlines,  fee.  and  Schlumberger  Ltd 

James  L.  Ferguson  (2,4) 

member  of  the  board  of  directors  since  1979,  chairman  and  chief 
executive  officer  of  General  Foods  Corporation;  also  on  the 
boards  of  Chase  Manhattan  Bank,  NA_;  Chase  Manhattan 
Corporation  and  Union  Carbide  Corporation. 

Howard  Goldfeder  (1) 

member  of  the  board  of  directors  since  1976;  chairman  and  chief 
executive  officer  of  Federated;  also  on  the  boards  of  Champion 
Internationa!  Corporation  and  Connecticut  Mutual  Life  Insurance 
Company 

Howard  W.  Johnson  (3,4) 

member  of  the  board  of  directors  since  1966,  honorary  chairman 
of  The  Corporation  of  the  Massachusetts  Institute  of  Technology, 
also  on  the  boards  of  Champion  International  Corporation;  E.I 
duPont  de  Nemours  and  Company,  John  Hancock  Mutual  Life 
Insurance  Company,  IP  Morgan  &  Co.,  Incorporated  and  Morgan 
Guaranty  Trust  Company  of  New  York. 

Reginald  H.  Jones  (2,4) 

member  of  the  board  of  directors  since  1980;  retired  chairman  of 
the  board  of  General  Electric  Company;  also  on  the  boards  of 
ASA  Ltd.,  Bethlehem  Steel  Corporation;  General  Re  Corporation, 
General  Signal  Corporation;  Merck  &  Co.,  Inc.  and  a  trustee  of 
Elfun  Trusts. 

Bernard  S.  Klayf 

member  of  the  board  of  directors  since  1980;  executive  vice 
president  of  Federated;  also  on  the  boards  of  Cincinnati 
Equitable  Insurance  Company  and  West  Shell,  Inc. 

Daniel  W.  LeBlond  (1,2,5) 

member  of  the  board  of  directors  since  1975;  chairman  of 
LeBlond  Makino  Machine  Tool  Company;  also  on  the  boards  of 
Eagle-Picher  Industries,  Inc  ,  and  The  Ohio  National  Life 
Insurance  Company. 

Norman  S.  Matthews  ( 1 ) 

member  of  the  board  of  directors  since  1984,  vice  chairman  of 
Federated,  also  on  the  board  of  Progress^  e  Corporation 

G.  William  Miller  (4,5) 

reelected  to  the  board  of  directors  in  1981,  member  from  1976  to 
1978;  chairman  of  G.  William  Miller  &  Co.,  Inc.;  former  U.S. 
Secretary  of  Treasure-  and  former  chairman  of  the  Federal 
Reserve  Board;  chairman  and  a  director  of  Private  Satellite 
Network,  Inc  ;  also  on  the  boards  of  Anderson,  Clayton  &  Co.; 
Georgetown  Industries,  Inc.;  Repligen  Corporation  and  Systems 
Management  .America  Corporation 


Peter  G.  Peterson  (3,4) 

member  of  the  board  of  directors  since  1973;  chairman  of 
Peterson,  Jacobs  &  Company;  also  on  the  boards  of  Bio-Response, 
Inc.;  Black  &  Decker  Manufacturing  Company;  Continental 
Group,  Inc.;  General  Foods  Corporation;  Minnesota  Mining  & 
Manufacturing  Company  and  RCA  Corporation. 

Donald  J.  Stone  (1) 

member  of  the  board  of  directors  since  1980;  vice  chairman  of 
Federated;  also  on  the  board  of  MCorp. 

Will  M.  Storey  (1) 

member  of  the  board  of  directors  since  1982;  vice  chairman  of 
Federated. 

Marvin  S.  Traub 

member  of  the  board  of  directors  since  1979,  chairman  of 
Bloommgdales. 

Kathryn  D.  Wriston  (1,2,5 ) 

member  of  the  board  of  directors  since  1975,  member  of  the  Bar 
of  the  State  of  New  York;  also  on  the  boards  of  Santa  Fe  Southern 
Pacific  Corporation  and  Union  Carbide  Corporation 

Committees 

1.  Executive  Committee 

This  committee,  composed  of  six  members  of  the  board  of 
directors,  may  exercise  all  the  powers  of  the  board  of  directors 
except  the  powers  to  declare  dividends,  amend  the  by-laws,  elect 
officers  or  change  prior  board  actions. 

2.  Audit  Committee 

This  committee,  composed  of  directors  who  are  not 
employees  of  the  company,  recommends  the  independent 
aiidifers  to  be  employed  by  the  company  and  ogR$ults  with  these 
auditors  as  necessary  It  reviews  the  findings  and 
recommendations  of  the  auditors,  meets  from  time  to  time  with 
the  company's  internal  audit  staff  and  makes  suggestions  to  the 
board  when  needed. 

3.  Nominating  Committee 

This  committee,  composed  of  directors  who  are  not 
employees  of  the  company,  makes  recommendations  to  the 
board  regarding  the  composition  and  size  of  the  board.  It 
reviews  suggestions  from  shareholders  and  others  as  to 
candidates  for  the  board  and  proposes  to  the  full  board  the  slate 
of  directors  for  submission  to  the  shareholders  at  the  annual 
meeting. 

4.  Stock  Option  and  Management  Compensation 
Review  C  "> remittee 

This  committee,  composed  of  directors  who  are  not 
employees  of  the  company,  determines  and  recommends  to  the 
board  the  remuneration  arrangements  for  the  chairman,  reviews 
and  approves  remuneration  arrangements  for  other  senior 
management,  grants  benefits  under  the  company's  stock  option 
and  restricted  stock  plans,  and  reviews  the  quality  and  depth  of 
the  management  organization  of  the  company. 

5.  Executives  Deferred  Compensation  Plan 
and  Retirement  Plans  Committee 

This  committee,  composed  of  directors  who  are  not 
employees  of  the  company,  oversees  generally  the 
administration,  adequacy  and  performance  of  the  company's 
deferred  compensation  and  retirement  plans 
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